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INTERNATIONAL NEWS 


Rohwedder optimistic on West’s investment Pohl to tell Thatcher of doubts 



Rohwedder: former sceptic 


WEST GERMAN business 
looks set to provide less than 
half the new investment 
needed in East Germany, 
rather than the three-quarters 
the Berlin government had 
assumed, Mr Walter Romberg, 
the East German Finance Min¬ 
ister, said at the weekend, 
David Goodhart writes from 
Bonn. 

However, Mr Detlev Rohwed¬ 
der, chairman of the West Ger¬ 
man Hoesch group, who has 
just taken over as head of the 
East German Treuhand (trust) 
charged with privatising the 
country's 8,000 companies, says 
he now takes a more optimistic 
view of West German private 
sector engagement 

In April be belonged to those 
expressing scepticism about 


West German readiness to 
invest, but now he says; “At 
last week's meeting of industri¬ 
alists in Bonn I was very 
pleased to see that the commit¬ 
ment to invest and not just use 
East Germany as a market 
does now seem to there; most 
big companies are far 
advanced in choosing their 
partners.” 

The trust, which actually 
owns almost all East German 
companies, now has the imme¬ 
diate task of deciding which 
should be allowed to benefit 
from a trust-guaranteed 
short-term liquidity loan (at 
least DMIObn for the first three 
months), and which must 
close. Thanks to this bridging 
loan. Mr Romberg expects the 
real crisis in East German 


industry to begin only later 
this year or even after the elec¬ 
tions expected in December. 

Bonn, meanwhile, expects 
swift privatisation. Mr Helmut 
Haussmann, Bonn Economics 
Minister, said in an interview 
yesterday: “We are not talking 
about a medium-term restruct¬ 
uring of East German compa¬ 
nies. they must he privatised at 
once even if that means that 
they bring in less money.” 

Mr Rohwedder seems to take 
a slightly different view. He 
told the Financial Times: ”1 
would not advise rushing in. 
We need sufficient time to 
assess individual situations 
and act accordingly. Privatisa¬ 
tion is not the only task.” 

The latter view is likely to 
find support among the SO East 


Germans who currently run 
the trust and are fearful of 
their country being “asset- 
stripped”. However many of 
them are likely to be replaced 
over the next few weeks as Mr 
Rohwedder selects, with the 
help of the East German cabi¬ 
net, his 16 fellow trust supervi¬ 
sory board members plus an 
executive chairman with a 
board of four. 

Mr Rohwedder, who will be 
committing two to three days a 
week to his new job, also 
wants to sub-divide the trust 
along either geographical lines, 
probably corresponding to the 
re-forming East German 
lender, or along sectoral lines, 
or a mixture of both. 
Economic and monetary 
union. Page 6 


By Anthony Robinson 

MR Karl Otto Pohl, president 
of the West German Bundes¬ 
bank. will today meet Mrs Mar¬ 
garet Thatcher.the British 
Prime Minister, to explain his 
scepticism about British pro¬ 
posals for an evolutionary 
"hard-Ecu” path to European 
Monetary Union. 

The blunt-spoken Mr Pohl 
angered British officials last 
month by his initial response 
to proposals by Mr John Major, 
the UK Chancellor, for a new 
“hard-Ecu” parallel currency 
linked to a proposed European 
Monetary Fund as an alterna¬ 
tive to the Delors plan propos¬ 
als for a single European cur¬ 
rency disciplined by a single 
European Central Bank. 

In his criticism of the hard- 


Ecu proposals Herr Pohl con¬ 
centrated on the disadvantages 
of attempting to create a paral¬ 
lel currency in addition to the 
flrictinp 12 EC currencies and 
ignored those aspects of the 
Major plan designed to meet 
criticism of the possible infla¬ 
tionary consequences, British 
officials believe. 

Echoes of Mr PShl’s already 
stated doubts on the UK’s cur¬ 
rent readiness for entry into 
the exchange rate mechanism 
(ERM). in view of its present 
high inflation rate and current 
account deficit, and his views 
on a two-speed progress 
towards monetary union are 
expected during his speech at 
the Institute of economic 
Affairs tonight 


But the lessons of German 
monetary union, and the need 
to retain tight monetary disci¬ 
pline over the de facto united 
economy will be ostensibly the 
main theme. 

Tomorrow, Mr Pohl will 
lunch with the Chancellor 
after appearing before the 
House of Lords sub¬ 
committee on European Eco¬ 
nomic Monetary and Political 
Union. 

There, he will be questioned 
by a distinguished group of 
peers which over the last fort¬ 
night has been well briefed oo 
UK plans by Mr Robin Leigh. 
Pemberton, governor of the 
bank of England and Sir Mich- 
ael Butler, one of the authors 
of the hard-Ecu plan. 


Walesa shows his hold on Solidarity I Farm talks chief seeks way out of maze 


By Chris BobinsfcJ in Warsaw 

MR LECH WALESA, the leader of Poland’s 
Solidarity trade union, again demon¬ 
strated at the weekend his hold over the 
movement’s political wing, the Civic Com¬ 
mittees, despite opposition to his bid to 
become the country's president. 

Yesterday Prime Minister Mr Tadeusz 
Mazowieckl who two weeks before had 
appealed to the civic committees to estab¬ 
lish a formal organisation designed to sup¬ 
port bis government, declined to press his 
cause at a meeting in Warsaw called for 
this purpose 

Mr Mazowiecki’s initiative, prompted by 
earlier resignations from Mr Walesa’s pres¬ 
tigious advisory committee, is seen as an 
attempt to build a political party on the 
basis of the committees to counter 
the growing influence of the Solidarity 
leader. 

On Saturday however representatives of 
the committees, which are Poland’s best 
organised electoral machine, voted over¬ 
whelmingly at a meeting called by Mr 


Lech Walesa against the principle of a 
formal federation. 

Yesterday Mr Mazowiecki confirmed 
there were differences between himself 
and Mr Walesa and said he was ready to 
talk to the Solidarity leader “as a partner” 
about “what we could do to ensure that 
unavoidable arguments should not destroy 
Solidarity.” 

Mr Mazoweidti. who last August became 
the first non-communist Prime Minister in 
eastern Europe, at Mr Walesa’s initiative 
warned the delegates that Poland faced 
the choice of either “following the difficult 
path of reform or committing the state to 
lose control”, implying that support for Mr 
Walesa could lead to the imposition of 
communist policies. 

The warning came as the government 
yesterday doubled the price of domestic 
gas and heating, increased electricity 
charges by 80 per cent and lifted price 
controls on coal as well as low-fat milk 
and cheese. 


The rises come in the wake of a drop in 
real incomes of over 35 per cent from the 
be ginnin g of the year, and were preceded 
by protest messages from Solidarity trade 
union organisations. 

At the weekend Sir William Reilly, the 
bead of the International Finance Corpora¬ 
tion, a World Bank affiliate, in Warsaw for 
a meeting of bankers aimed at examining 
possible technical assistance to their Pol¬ 
ish colleagues, expressed “admiration" for 
the Polish government’s austerity policies. 

He welcomed the US administration’s 
decision last week to forgive an as yet 
undisclosed part of Poland’s £2.6bn debt to 
the US. He said: “I think private banks 
would welcome further action by govern¬ 
ment like this.” 

The civic committees are due to meet 
again on July 21 to establish a consulta¬ 
tive national conference. At the weekend 
they showed they have every intention of 
sticking together with Solidarity under Mr 
Walesa’s aegis. 


TRADE negotiators hope that 
the draft text of the agreement 
on how to reform world farm 
trade, to be published in 
Geneva today. wiD act as a cat¬ 
alyst to unblock the stalled 
talks. 

Mr Art de Zeeuw, the Dutch¬ 
man who has chaired the farm 
talks In Gatt’s Uruguay Round 
for the past 3 1 /* years, is walk¬ 
ing a tightrope with his care¬ 
fully balanced paper. 

He offers no definitive judg¬ 
ments on several bitterly con¬ 
tested issues but sets out a 
credible mechanism for achiev¬ 
ing the “substantial and pro¬ 
gressive reductions" in farm 
supports established as an 
objective by world trade minis¬ 
ters. 

The paper's biggest chal¬ 
lenge is to the European Com¬ 
munity because Mr de Zeeuw 
is least compromising about 


William Dullforce reports on the draft 
agreement on reforming world farm trade 


cutting the subsidies to farm 
exports - the item on which 
Brussels has so Car refused to 
commit th& EC. 

On the other band, the CIS 
and the 14-natlon Cairns Group 
are asked to swallow a pro¬ 
gramme for reducing internal 
supports which provides for a 
considerable number of excep¬ 
tions and which adopts as an 
instrument the aggregate mea¬ 
sure of support (AMS) advo¬ 
cated by the EC. 

A way is left for compromise 
over Japan’s refusal to open its 
market to rice exports and pro¬ 
vision is made within the gen¬ 
eral approach for special treat¬ 
ment for some Third World 
food exports and for problems 


hpttt? 
1 fllL 
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just awarded us first place overall tor the most outstand¬ 
ing food and wine in Business and Economy Class. 
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the poorer net food-importing 
countries might encounter, if 
prices rise as a result of a deal 
on agriculture. 

Mr de Zeeuw assumes that 
agreement is close on how to 
prevent national health and 
sanitary regulations from 
being exploited to protect 
domestic producers. He con¬ 
centrates on ways of reducing 
internal farm supports, protec¬ 
tion at the border and export 
subsidies. 

All internal supports, with 
the exception of some which 
meet certain accepted criteria, 
would be reduced from 1991-92 
over an agreed number of 
years and at a rate to be nego¬ 
tiated. using an AMS. 

This commitment would 
cover price supports, including 
any measure which helps to 
keep producer prices higher 
than those prevailing in inter¬ 
national trade for the same or 
comparable products; direct 
payments to fanners, including 
US deficiency payments; and 
marketing-cost-reducing mea¬ 
sures available only for farm 
products, including credits and 
other Bwanriai inputs. 

The AMS would be the tool 
for determining the reductions. 
It would show the total mone¬ 
tary value of supports for each 
commodity, using 1988 as the 
base year and a fixed reference 
price based on 1986-88 data. 

Policies to be exempted 
include a fairly broad range of 
marketing and promotion pro¬ 
grammes, environmental pro¬ 
jects, regional development, 
land retirement and Income 
safety-net schemes. These 
would have to conform to strict 
criteria, including: 

• Aid must come from taxpay¬ 
er-funded government pro- | 
grammes, not from consumers’ 
pockets. 

• It should not be linked to 
levels of production. 

• It should not be restricted 
to any specific farm product or 
sector. 

• It should not provide price 
support for producers. 


• Income safety-net schemes 
should not maintain im-nr^ 
at more than a given percent- 
age of the most recent three- 
year average. 

To reduce protection at & 
border, countries would con¬ 
vert all non-tariff barrier} 
such as the EC’s variable 
levies and the US Quotas on 
sugar, dairy and cotton 
imports, into tariff equivalents 

Quotas at low or zero tarifi 
rates would be introduced to 
keep current imports at their 
existing level or to establish 
minimum levels of access. 

Mr de Zeenw does not 
exclude the possibility of nego¬ 
tiating "specific solutions" 
where special situations may 
exist for some products - an 
opening for Japan to cut a deal 
on rice imports. 

In addition, safeguard provi¬ 
sions would allow governments 
to increase tariffs to meet 
import surges or to dampen 
the effect of excessive move¬ 
ments in prices on world mar¬ 
kets on the incomes of domes¬ 
tic producers. 

Export subsidies would be 
reduced “effectively more than 
other forms of support and pro¬ 
tection”. 
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FOR US THE COMMON MA RKE T IS NOT ONLY 

COMMON TALK, BUT ALSO COMMON GROUND 


Hie removal of the European borders in 1992 
is a daOytopic of conversation in financial circles. 
JfaturaBy also for the ABN. But as far as the ABN 

-is concerned, this is not just idlediattec 

■ ■ ■ ■ 

Hie ABN is the only European bank with 
branches in aO EC member countries. While its total 
European branch network covers no less than 19 
^countries. Countries in which the ABN has been 


operating for many years and where it is more at 
home than any other bank. Not only with regard to 
finances. But also when it comes to local business 
practices and regulations. 

Moreover, the European network is not die 
ABN’s only asset It forms part of our total internatio¬ 
nal network of almost 1,000 offices spread over more 
than 45 countries. As a result, the ABN is able to offer 


surprising solutions in all situations, and wiQ conti¬ 
nue to do so after 1992. Just as we have been doing 
for many years for customers throughout the world. 

With regard to day-to-day products and ser¬ 
vices, of course. But also for specific projects such 
as leveraged lease aircraft financing, co-generation 
energy projects, complex swaps or off-shore loans. 

It is therefore not surprising that the ABN is 


able to build solid relationships with large numbers 
of international enterprises. Because a bank that 

knows the world, automatically becomes known 
throughout the world. 


Bank 
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Report shows strong 


French economic growth 


By George Graham in Paris 


FRANCE'S national economics 
institute, Insee, has ridden to 
the rescue of Prime Minister 
Michel Rocanl, under attack 
both from President Francois 
Mitterrand and from his own 
Socialist Party for being too 
manag erial and not socialist 
en o ugh in his economic policy. 

In a report published this 
morning, Insee delivers an 
enthusiastic assessment of the 
strength of the French econ¬ 
omy last year, with growth of 
4.1 per cent sustained by buoy¬ 
ant capital investment and 
strong exports. 

Besides hailing the control of 
inflation and the strength of 
the franc - plaudits to which 
the government has become 
accustomed in recent months 
but which irritate many in the 
Socialist Party - Insee warmly 
notes the reduction in unem¬ 


ployment and France’s solid 
performance in job creation 
over the last two years. 

"A sustained level of activity 
Is favourable to job creation, 
but above all growth is itself 
becoming richer in employ¬ 
ment," the institute says. 

Over 280,000 jobs were cre¬ 
ated last year, 60,000 more than 
in 1888, Insee says. Above all, 
these jobs have been perma¬ 
nent, rather than in temporary 
and part-time work. 

Unemployment declined last 
year to around 9.5 per oent, but 
Insee says the real unemploy¬ 
ment rate may be lower, more 
like 9 per cent Youth unem¬ 
ployment has fallen particu¬ 
larly sharply. 

The results will comfort Mr 
RocarcL who last week had to 
defend himself on television 
against charges of having “a 


wallet in place of a heart". The 
prime minister wants to be left 
in office until the next legisla¬ 
tive elections in 1993, and to be 
judged then on his results. 

A recent chill in relations 
between the prime minister 
and Mr Mitterrand, and 
between their staffs, has raised 
doubts over whether Mr Roc- 
ard will be allowed to remain 
in office that long, which 
would constitute a record 
under France’s Fifth Republic. 
• France’s population has 
reached 58.5m, according to 
this year’s census, up 2.4m 
from the last census to 1982. 
The mainland population grew 
by 2 . 2 m to 5&56m, while the 
population of France's colonies 
rose by 200,000 to 1.8m. 

2989: One Economic Phis Forte 
published by Ittsee. price 
FFr130. 


Law on racial discrimination 


intended to combat Le Pen 


By William Dawkins in Paris 


A CONTROVERSIAL law 
toughening penalties against 
racial discrimination passed its 
final legislative hurdle in the 
French Parliament over the 
weekend. 

The scheme, drawn up by 
the Communists and backed by 
the ruling Socialist Party, is an 
important part of the govern¬ 
ment’s attack against the 
growing popularity of Mr 
Jean-Marie Le Pen, the vocal 
leader of the extreme right 
National Front (FN). 

It has been denounced by the 
centre-right opposition, which 


voted against the scheme, as a 
curb on the freedom of the 
press to report racist events. 
However, the government 
maintains that the penalties do 
not appjy to journalists or 
newspaper directors. 

People Sound guilty of racial 
discrimination or provoking 
riigra-hninflHnn can from now 
on have their civil rights, 
including the right to be politi¬ 
cal candidates, withdrawn for 
up to five years. This is first 
time France has introduced 
such a punishment for racism. 

The law also introduces a 
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new crime, “revisionism ", 
meaning any attempt to re¬ 
write the history of crimes 
against humanity. This is 
directly aimed against Mr Le 
Pen, who is flamed in France 
for his once public dismissal of 
the Nazi holocaust as a "detail 
of history". 

Mr Le Fen’s ability to stoke 
up racial hatred in a country 
where national identity, espe¬ 
cially in some parts of the 
working class, is felt to be 
threatened by European inte¬ 
gration and a high number of 
illegal immigrants, has won 
him IS per cent support in 
recent polls. 

Respectable right-wing par¬ 
ties’ internal divisions over 
how to respond to the FN is 
also thought to have worked to 
Mr Le Pen’s advantage. 

At the same time as cracking 
down on racism, the govern¬ 
ment has drawn up plans for 
tougher action against illegal 
immigrants, estimated at 
between 300,000 and lm people 
by Mr Hubert Prevot, a former 
head of the national planning 
agency, recruited earlier this 
year to advise the government 
on the integration of foreign 
residents. 


INTERNATIONAL NEWS 


EC offers freedom of the roads to animals 


Dickson 


F REE circulation of cat¬ 
tle. pigs and sheep may 
not capture the imagina¬ 
tion in quite the same way as 
the free movement of people. 

Yet last week’s derision by 
European Community agricul¬ 
ture ministers to scrap border 
controls on live animals is a 
breakthrough on the road to 
1892. 

National sensitivities in the 
negotiations have been particu¬ 
larly acute because of fears 
that a single market could 
expose member states to much 
greater risks from disease. 

Few need reminding of the 
damaging economic conse¬ 
quences of foot and mouth dis¬ 
ease - an airborne scourge 
which spreads through herds 
like wildfire - while the 
effects of classical swine fever 
have been on view this year in 
Belgium, where hundreds of 
thousands of pigs have bad to 
be slaughtered. 

Until Monday and Tuesday's 
mpotrn g of form ministers in 
Luxembourg - an event inevi¬ 
tably overshadowed by the 
simultaneous EC summit in 
Dublin - the fear in Brussels 
was that the live animal issue 
might be too touchy to resolve 
ahead of the January X 1993 
ifaarflinp to which the Commu¬ 
nity is politically committed. 
While there are still problems 
to be ironed out, the fact that 
the Council has been prepared 
to put signatures to the princi¬ 
ple of removing border controls 
in this area means there is a 
sporting chance that the time¬ 
table can now be met. 



THE EUROPEAN 
MARKET 


Veterinary checks will, of 
course, continue to be carried 
out by EC and national experts 
at tiie point of departure and at 
the point of arrival, but the 
removal of frontier delays and 
of some of the paperwork 
should give a considerable 
boost to what is a big business. 

According to the most recent 
Agricultural Situation In tbe 
Community report published 
in Brussels, intra-Community 
trade in beef and veal exceeded 
3.1m tonnes in 1988, while 
some 3.7m. tonnes of plgxneat 
and 334,000 tonnes of sheep- 
meat were transported across 
EC frontiers In the same period 
(these figures include live ani¬ 
mals based on the carcass 
weight equivalent). 

The deal last week could 
never have been struck with¬ 
out an accompanying agree¬ 
ment by member states to 
abandon the still widespread 


practice of vaccination against 
foot and mouth disease In 
favour of the compulsory 
slaughter of “sick" herds. 

Vaccination, according to EC 
experts, has a tendency to con¬ 
ceal the disease and they sus¬ 
pect quantities of "live" vac¬ 
cine of actually causing a 
recent outbreak in Italy. 
Britain. Ireland and Denmark 
have long been in favour of a 
slaughter policy, while impor¬ 
tant customers like the US and 
Japan are only prepared to buy 
meat on this basis. 

Most member states, how¬ 
ever, are deeply reluctant to 
give up vaccination for fear of 
outbreaks of disease. 

In France’s case the derision 
was the more pertinent 
because of the strong influence 
of tbe pharmaceutical lobby, 
which stands to lose an impor¬ 
tant market. Calculations in 
Brussels suggest that EC-wide 
vaccination costs anything 
between Ecu I bn (£710m) and 
Ecu2£bn over 10 years. 


Last week's Agriculture 
Council could prove to be a 
tur ning point in relations 
between the European Com¬ 
mission and member states.. 

The reason is what many 
see as a breakthrough in the 
long-running battle on “coxn- 
ltology” - a piece of Euro- 
jargon which refers to the 
different types of committee 
which can be set up to imple¬ 
ment EC directives. 

Seldom the stuff of head¬ 
lines, negotiations on a 
range of sing le market Items 
have been complicated in 
recent years because of tbe 


Commission’s insistence on a 
committee structure giving 
it T ay}| ” f> iT» power. 

Member states have been 
equally determined to keep 
control, but have only been 
able to do so by a unanimous 
vote. The result has been 
less majority voting than 
would otherwise have been 
tbe case and more opportuni¬ 
ties for governments to 
weaken underlying direc¬ 
tives. Last week’s agreement 
that the comitology question 
be treated separately could 
be a sign that good sense has 
finally prevailed. 


T he commitment to stop 
vaccination from Janu¬ 
ary 1 1992 (a full 12 
months before bonier checks 
finally go) has been made only 
on condition that national vac¬ 
cine banks are allowed to con¬ 
tinue, for use in emergencies, 
and provided tbe Commission 
comes up with adequate safe¬ 
guards to prevent the disease 
being imported from outside 
the Community. 

These proposals are still 
being drafted in Brussels, and 
according to one senior official 


the negotiations with member 
states later this year are bound 
to be tough. Brussels is well 
aware that some governments 
believe there are ports in the 
Community where the authori¬ 
ties are dangerously lax. 

Whatever tbe outcome, there 
is bound to be tensionbetween 
tbe second half of next year - 
when member states should 
have their “anti-vaccine" legis¬ 
lation in place - and tbe end 
of 1992. The risk of outbreaks 
will be greatest during this 18- 
month period and the compul¬ 
sory slaughter policy will thus 
be put to the test. 

"To some extent it is an act 
of faith. We are really putting 
the Community's money where 
its mouth is," an EC diplomat 
admitted last week. 

Even with animal health 
matters out of the way, form 
ministers still face a big chal¬ 
lenge In harmonising rules to 


protect the consumer. A big 
issue, for example, is the Com¬ 
mission’s plan for a so called 
"single standard" for EC abat¬ 
toirs - a necessary comple¬ 
ment to the single market and 
an instrument which is badly 
needed to improve hygiene in 
some member states. 

At tbe moment, only a rela¬ 
tively small proportion of 
slaughter houses - two out of 
90 in Portugal, for instance - 
are formally approved by the 
EC to export their meat prod¬ 
ucts. Banish abattoirs are 
widely considered to be the 
best; those in Britain are by no 
means at the top of the Com¬ 
munity’s league. 

Another directive yet to go 
through the Council covers 
fresh meat: rules to be harmon¬ 
ised across the EC will cover 
chilling requirements, the 
period when the meat can be 
on sale, and the like. 
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Norway hit by oil strike 


rcalls strike 


OECD optimism on growth ^ on Butin 


By Karan Fossil in Oslo 


By Karen Fossil 


NORWAY, western Europe’s 
second-biggest crude oil and third- 
biggest gas producer, was yesterday 
forced to wind down output from 23 oil 
and gas production platforms as a 
strike by workers began to bite. 

Mr Johan J. Jacobsen, Local Govern¬ 
ment and Labour Minister, foiled to 
resolve the deadlock in annual wage 
negotiations after Intervening in talks 
on Saturday. 

OFS. the oil workers’ collective 
union, is demanding a 125 per cent 
pay rise. Improved conditions and the 
right to free wage talks. The OFS and 
the employers’ Oil Industry Associa¬ 
tion remained as for apart as ever yes¬ 
terday to resolving the conflict 

The employers had offered a pay deal 
in line with a nationwide 4 per cent 


agreement made this spring for other 
union members. 

Norway produces close to 1.7m bar¬ 
rels of oil a day and roughly 2bn cubic 
metres of natural gas a month, which 
provides more than 26 per cent of the 
country’s export revenue of about 
NKr200zn (£17m) daily. In addition, 
each day production Is halted there 
will be a loss in taxes and royalties 
received by the ailing state coffers 
from domestic and foreign producers. 

The last offshore strike In 2988 
halted crude oil and natural gas pro¬ 
duction for 19 days but was ended after 
the government imposed a mandatory 
pay settlement, Norway's centre-right 
coalition government said it bad no 
plans to Intervene in the current 
strike, which could last indefinitely. 


RISING petroleum production will spur 
growth to Norway’s economy over the 
next two years and may also help the 
government budget from sliding into 
deficit, according to a half-year report 
by the Organisation for Economic 
Co-operation and Development. The 
OECD said Norway’s mainland econ¬ 
omy, which excludes petroleum and 
shipping, picked up in 1989 after two 
years of contraction. 

"Continued large increases in oil and 
gas output.. will show up in higher 
growth rates for total activity than for 
mainland output However, growth of 
onshore output is itself set to acceler¬ 
ate, driven by increases in mainland 
demand," according to tbe OECD. 

The report warned that in spite of 
gains in real disposable household 


iTj? . -■■■' 

income, which have been reflected to ■££- • :: ' : 
higher savings rather than increased - 

consumption, Norway's savings ratio 
was nevertheless negative to 1989 and 3 et: - 

will remain remain so in 1990, improv- 
ing only marginally In 199L a so : s :z 

Norway's unemployment - 5 per % 
cent in 1989, the highest since the 
depression - will remain at that level bs - - r.~ 
in 1990 and decline to just 49 per cent W- c--■ 
in 1991, the OECD forecast - 

Consumer price increases have fallen ,_. 7 V. V... 

to the lowest rate in a decade, and 

below the OECD average, helped by ■ ■■-,_ 

strong gains in productivity. Inflation .£_r- l ..z-- 
in 1989 was put at 4.4 per cent versus VT 

7.6 per cent in 1987. ~ ' 

Tbe OECD forecast a current account ~".T" 
surplus of $1.6bn (£930m) in 1990 and r 3 L:: r" 

$32bn in 1991. . 
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The answer is NYNEX** 5 . You'll find us solving information needs in 
over 70 countries around the world. More than 92,000 people are part of 
the NYN EX family of companies, each helping customers communicate a 
little easier, and a little faster. 

Take our 2,000 people in The BIS Group, for example. BIS Banking 
Systems provides information solutions to customers in the financial 
services community worldwide. The Midas ABS family of software 

products offers sophisticated real-time software solutions designed to meet 
the needs of International Banking. 

BIS Applied Systems is a major consultancy organization with 
technical skills embiacing ail aspects of information systems planning, 
resourcing and management. 

BIS Mackintosh, BIS Shrapnel, and BIS CAP International provide 
research-based consulting internationally to information, technology 
vendors and users. 

Brann Direct Marketing, another BIS company, provides a complete 
portfolio of direct marketing services including direct mail, telemarketing 
and other media. 

In the U.S., NYNEX maintains over 14.4 million customer lines. 

Which is why so many countries ask NYNEX International to help them do 
the same thing. 

The staff at our Science and Technology Centre make sure that we 
stay on the leading edge of technology, so that the solutions we recommend 


to our clients will lx: relevant for many years to come. The results are seen 
in some of the most advanced high-speed voice, data and video networks in 
use todav. 

m 

Since NYNF.X lias been in the business of communications and 
information management for over one hundred years, we’ve dev eloped an 
understanding of a great many industries. 

NYNEX International works with over 14 different countries, 
providing information and communications services. 

Alliances are formed with major telecommunications organizations 
such as British Telecom, France Telecom and Telecom Australia. Together 
we develop and apply new technologies, for 
example, an integrated network systems 
management plan and a digital cordless pocket 
telephone. 

St) whether your information and 
communications needs are as simple as a two-fine 
phone, or as complex as a global high-speed voice, 
data, and video network, chances sire the answer is 
NYNEX. 

Need tn enmm umcate? Seed t o rum j ntfv 
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NYS’hX INTERN AT IUNAL 
(C\K.» 

Tfcl : il>71) 620 nfitiS 
FAX. <0713 7920 
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Israel in housing drive for Soviet Jews 
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By Hugh Camegy in Jerusalem 




■ /’t J . f " i. •>■«;.■“ . / 

BjrK^vIn Brown in Sydney 
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Ate^OiALIA and New Zealand 
yMpmay .toot,- % big; step 

.toWMBda Integrating Wmfr 

flwfcSLtrtffithe ramritetipn: oTa 
'CEteer; Eednomic Relations 
agreement which estafi- 
J»w 3 . ..free; jtrade ingoods 
;^^®e,TesinaBL;Ses: "•..: 

... jaoweyer,; New; Zealand 
appeam likely fobe rebuffed in 
. ffie -s hort teem in efforts to 
extend the agreement to cover 
investment and- access' to Ang^ 
traEa^s telecommunications 
and cwfl aviation maricRte ■• . 
v ■ *&£- two countries have been 
jnao^jjig .towards, .firee trade 
since/1965 when 1,000 goods 
were-’ placed on an initial tar- 
iffifree list. But progress was ’ 
slow until toe CER took effect : 
:in ' f 03» .with-the objective of 
achieving tree trade in physi¬ 
cal @3titis by 1995. 

; The- timetable was speeded 
up:three years ago after .ah 
agreement between Mr Bob. 
Hawfce, the Australian Labor 
Prime -Minister, and Mr David 
Lange, toe former New Zea- 
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-■ The agreement has been 
immensely successful for New 
Zealand; winch has gained free 
access tor its low-cost agricul- 
taraT exports to toe relatively 
large 1 Australian market of 17m 
people.' Trans-Tasman- trade 


has grown toosn 11 per cent of 
New Zealand's total trade 30 
:yeara ago to around 19 per 
. cent* arid is roughly ha balance, 
compared to'a 4 to 1 imbalance 
in Australia’s flavour in toe 
1950s.. - 

, The abolition of require¬ 
ments tor work permits and 
visas: has also led to a signifi- 
- cant exchange- of - populations, 
particularly during the reces¬ 
sion which has gripped New 
Zealand to the last three years. 
More than' 300,000 New Zea¬ 
landers now- live in Australia, 
aiki-around .50,000 Australians 
have crossed the Tasman in 
the opposite direction. 

. CEE is of less significance to 
Australia,, for which the small 
New Zealand market of just 
over 3m people isa lower prior¬ 
ity than ti wMHnnal -marke ts in 1 

Europe and North America and 
toe growing economies of Asia. 

Trade to services is sched¬ 
uled to be reviewed by the end 
of this year but progress is 
likely to be. hampered by the 
slow progress of domestic 
reform In Australia. Agree¬ 
ment on a common investment 
regime is complicated by an 
Australian, treaty guaranteeing 
that no country will be given a 
more favourable investment 
regime than Japan. 



Sharon: given powers to 
bypass planning regulations 


THE Israeli cabinet yesterday 
adopted emergency powers for 
a house building programme to 
help absorb a flood of Soviet 
Jewish immigrants. The num¬ 
ber of arrivals reached almost 
50,000 in the first six months of 
the year, according to new fig¬ 
ures. 

Ministers agreed a provision 
allowing Mr Ariel Sharon, the 
Housing Minister and overall 
immigration chief, to bypass 
the country's complex building 
and planning regulations for 
three months. He intends erect¬ 
ing 3,000 prefabricated hous¬ 
ing units in nine locations 
around the country, with more 
to follow later. 

None of toe locations is in 
the occupied territories, or 
annexed areas of Jerusalem. 
But Palestinians fear that even 


Coup plot may spur 

Zambian crackdown 


ANC calls strike to put 
pressure on Buthelezi 
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THE -.African-. National 
Congress has called a nation¬ 
wide strike tor today ’i to put 
presBure on Zulu tribal leader 
Chief Mangbsuthii Buthelezi 
and toe"white minority govern¬ 
ment, i Renter reports from 


. Political analysts say toe 
ANCTs. protest is a gamble 
wlnto could result in violence 
and an embarrassing^ defeat in 
a test of its stxehgth.wjtto other 
black groups: .- 

Left-iRaning ANG supporters. 
hare been fighting Chief Buth- 
eteri's more cansmvative loka- 
tha movement tor three, years 
in the province of Natal and in 
th£3£waZulu tribalhomeiand. 

The ANC toae. called, the 


strike to. try to force President 
; F.W. de Klerk to dismantle 
Chief Buthelezi's KwaZulu 
power base, as a step towards 
endin g 1 fighting- which has 
claime d more than 2£00 lives. 

- “The terrible carnage in 
Natal must stop. The situation 
calls tor a national response," 
toe ANC said in its strike call. 
' Mr Robert Schrire, a Cape 
Town University , political sci¬ 
entist, said the ANC, with its 
allied trade unions and com¬ 
munity groups, might have 
made a tec fi cat miscalculation. 

The ANC needs to maintain 
.an..inwressfah of strength to 
boost its position in. coming 
taHts with toe Government on 
a future constitution. 


By Mike Hall in Lusaka 

ZAMBIANS are bracing 
themselves for a crackdown on 
dissent and a possible purge of 
the army by President Kenneth 
Kaunda’s shaken government 
following the coup attempt 
early on Saturday by what 
appears to have been a small 
group of junior officers. 

T have been asking myself 
whether the law of the land we 
have been following is the 
right one: . . There have been 
many coup a ttempts and we 
must ask ourselves whether we 
have been too soft on these 
criminals," Mr Kaunda said at 
the opening of an international 
trade fair in Ndola in central 
Zambia. The hint at a crack¬ 
down may well leave those 
Zambians who advocate a 
return to multi-party politics 
feeling uncertain about their 
freedom to campaign. 

Mr Kaunda, who apeared 
hurt and angry on Zambian tel¬ 
evision on Saturday evening, 
has. promised a referendum on 
the issue on October 17, only 16 
weeks away. He opposes any 
change to the one-party sys¬ 
tem, arguing that it would 
exarcerbate tribal rivalries. 

At least four junior army 
officers, led by Lt Mwamba 
Luchembe, are now thought to 
have been involved in the take¬ 
over of the media complex in 
Lusaka. Lt Luchembe is 
thought to be a member of the 


Bemba tribe, one of the coun¬ 
try’s largest ethnic groups. 

The state-run media reported 
that he had been detained and 
that only two other officers 
were involved. He is thought to 
be held at Cbamba Valley 
prison near Lusaka, where Lt- 
Gen Chris ton Tembo, accused 
of leading a coup plot to 1988 
and now on trial for treason, 
was initially questioned. 

It is unclear how many army 
officers were involved. But the 
coup announcements, broad¬ 
cast over a three-hoor period, 
were welcomed by many 
among toe army rank-and-file, 
as well as thousands of civil¬ 
ians in toe Zambian capitaL “It 
has clearly been a thermome¬ 
ter for toe army,” said one 
observer. “They have seen the 
reaction of civilians and they 
know what to expect if it hap¬ 
pens again: substantial sup¬ 
port.” 

After last week’s traumatic 
events, pro-democracy activists 
will need Him to gather forces. 

A key figure will be Mr Fred¬ 
erick Chiluba, chairman of the 
Zambian Congress of Trade 
Onions. He is popular among a 
broad cross-section of nrban 
Zambians and the most outspo¬ 
ken critic of the government 
Mr Chiluba was detained for 
four months in 1981. He is 
believed to be in Geneva 
attending a conference. 


without a deliberate settlement 
policy, the shortage of housing 
and rising prices within 
Israel’s pre-1967 borders will 
push more Israelis towards 
Jewish settlements in the West 
Bank and Gaza. 

An Israeli opposition politi¬ 
cian said the Government had 
funded more than 580 housing 
starts for Jews in the territo¬ 
ries between January and May. 

The Jewish Agency, respon¬ 
sible for bringing in immi¬ 
grants. said 49.989 Soviet Jews 
had arrived this year up to the 
end of June. 

Total immigration for the 
half year, including from other 
countries, topped 57.700. more 
than twice the total for the 
whole of 1989. 

The monthly rate of influx 
from the Soviet Union has flat- 


Managua 

overhauls 

tax system 

By Tim Coone in Managua 

NICARAGUA yesterday 
introduced a substantive tax 
reform and converted all pub¬ 
lic and private accounting 
standards to a new monetary 
unit, known as the “gold cor¬ 
doba”. which has parity with 
toe US dollar. 

Mr Emilio Pereira, the new 
Finance Minister, said that the 
reform would reduce and sim¬ 
plify property and income 
taxes and eliminate a compli¬ 
cated system of exonerations. 

He said that the reduction of 
nominal tax rates would 
increase overall tax collection 
“to guarantee a return of 18-20 
per emit of GNP to help main¬ 
tain fiscal stability”. 

A large fiscal deficit to 
finance Nicaragua’s war effort 
has been the principal factor 
f uellin g hyperinflation. 

Private enterprise will bene¬ 
fit especially. Previously com¬ 
panies faced taxes as high as 
85 per cent on profits, due to a 
share dividend tax payable to 
addition to standard income 
taxes. Industrial, agricultural 
and commercial enterprises 
Will now pay a marimirm tar 
on profits of 3&5 per cent. 

New banknotes are to be 
introduced and the old cur¬ 
rency gradually withdrawn. 
The “old” cordoba is presently 
valued at over 400,000 to one 
US dollar on the black market 


tened out around the 11,000 
mark over the last three 
months. Officials say this was 
due to logistical obstacles 
rather than a slowdown in 
demand for visas or any new 
obstacles raised by Moscow, 
which has warned Israel 
against settling immigrants in 
the occupied territories. 

One official said 15,000 were 
expected this month form toe 
Soviet Union as families moved 
after the end of the school 
year. Some 150,000 are still 
expected for the year as a 
whole. 

The Housing Ministry will 
this week invite 150 foreign 
companies to bid to supply 
prefabricated houses - most 
of them from the US, Britain 
and South Africa. Mr Sharon 
plans eventually to import up 


to 40,000 units. 

He is supported by Mr Yit¬ 
zhak Modal, toe Finance Min¬ 
ister, who has the task of 
ensuring that extra spending 
on immigration does not bloat 
the budget deficit this year 
beyond a target of 5 per cent of 
gross national product. 

Mr Modal told reporters yes¬ 
terday. the fifth anniversary of 
a tough stabilisation plan that 
halted hyper-inflation and run¬ 
away deficits, that immigration 
absorption was the main 
short-term concern. 

But he stressed his commit¬ 
ment to accelerating reforms 
in toe economy, sach as dis¬ 
mantling foreign exchange reg¬ 
ulations, incipient dollar and 
inflation linkage, wages and 
price fixing and rigidities in 
agriculture. 


Uruguay clinches $150m 
standby credit from IMF 


By Gary Mead in Buenos Aires 


MR Enrique Braga; Uruguay’s 
Economy Minister, has 
announced a new stand-by 
credit worth $150m (£87 m) 
from the International Mone¬ 
tary Fund, which has approved 
the economic reforms intro¬ 
duced by the recently inaugu¬ 
rated President Luis Lacalte- 
The new loan will be dis¬ 
bursed oyer the next 18 months 
and is mainly aimed at helping 
central bank reforms. How¬ 
ever. Mr Braga suggested that 
some of it might be destined 
for government buy-backs of 
Uruguay's $4.33bn public sec¬ 
tor foreign debt, currently trad¬ 
ing on secondary markets at 55 
cents to the US dollar. 


Agreed targets with the IMF 
include reducing toe fiscal defi¬ 
cit from 1989’s 6.1 per cent of 
gross domestic product to 2.5 
per cent for 1990; cutting infla¬ 
tion from last year’s 89.3 per 
cent to 37.7 per cent, and 30 per 
cent for 1991; and growth of 2 
per cent of GDP during 1990. 

Mr Lacalle has placed before 
Congress several cost-cutting 
measures, including a 15 per 
cent reduction of government 
spending. Mr Braga said: “In 15 
or 20 days we. will present a 
final proposal to toe committee 
of commercial banks to reduce 
the weight of Uruguay’s exter¬ 
nal debt, as part of toe Brady 
Plan.” 


Argentina frees imports 


By Gary Mead 

MR Antonio Ennan Gonzalez, 
Argentina’s Economy Minister, 
on Saturday announced mea¬ 
sures aimed at fine-tuning his 
economic re f orms. 

While most were widely fore¬ 
cast, some have raised doubts 
about the determination of 
President Carlos Menem’s gov¬ 
ernment to maintain strict fis¬ 
cal controls in a period of con¬ 
tinuing economic instability. 

Speaking from the province 
of La Rioja, toe home of Presi¬ 
dent Menem, on the Presi¬ 
dent’s 60th birthday, Mr Gonz¬ 


alez promised to eliminate 
bureaucratic barriers to a wide 
range of imports; to step up 
pressure against tax evasion; 
create legislation favouring 
domestic economic competi¬ 
tion; audit more closely state- 
sector purchases; and cut 
export duties on certain manu¬ 
factures. 

More controversially, Mr 
Gonzalez promised to reinstate 
an industrial promotion 
scheme, suspended in recent 
months as part of government 
cuts. 


Unks ‘cut’ to 

Cambodian 

capital 

KHMER ROUGE forces have 
cut all roads linking towns in 
northwest Cambodia with the 
capital Phnom Penh, the radi¬ 
cal faction’s non-Communist 
allies told Reuter. 

An official of the Khmer Peo¬ 
ple’s National Liberation Front 
claimed that Khmer Rouge 
attacks had isolated the impor¬ 
tant towns of Battambang and 
Siem Reap. “Phnom Penh can¬ 
not get economic supplies from 
Battambang and Battambang 
cannot get military supplies 
from Phnom Penh, except by 
air," he said. No independent 
confirmation was available. 

New Arab meeting 

The Arab League has proposed 
July 16 for an em ergency meet¬ 
ing of foreign ministers on the 
Israeli-Palestinian conflict and 
the US decision to suspend 
talks with the PLO, Reuter 
reports from Tunis. The meet¬ 
ing, originally set for last 
Wednesday, was postponed 
when too few ministers were 
able to attend. 

Monrovia siege 

Rebels trying to overthrow Lib¬ 
eria’s President Samuel Doe 
killed at least three govern¬ 
ment soldiers near Monrovia’s 
port yesterday and tightened 
their siege of the capital, Reu¬ 
ter reports. A grenade also hit 
a truckload of government 
reinforcements, soldiers said, 
but there were no details of 
casualties. 

Burma landslide 

Burma’s military government 
yesterday published final 
results of multi-party elections 
held five weeks ago, confirm¬ 
ing an opposition landslide 
which most Burmese had 
known about within hours of 
polls closing, Reuter reports 
from Rangoon. In a surprising 
display of defiance to nearly 
two years of brutal army rule, 
voters gave the opposition 
National League for Democ¬ 
racy 397 of 485 seats contested. 

Sri Lanka talks 

Mr Bernard Tillekeratne, Sri 
Lanka’s ■ Foreign Secretary, 
went yesterday to Delhi for 
talks with India’s Government 
about the continuing war 
against the Tamil tigers, writes 
Mervyn de Silva. 
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pessimists 


The period of creative destruction begins for East Germany 


THE East German economy stands 
on the edge of “the greatest crash in 
world history”- The words not of a 
Communist scare-monger but of Mr 
Klaus Reichenbach, a senior minis¬ 
ter in the country's Government 

He believes that at least 25 per 
cent of all companies cannot sur¬ 
vive and should be allowed to die, 
that a further third can survive 
with little external support, and 
that the rest have medium-term 
potential but need plenty of 
short-term aid. 

Such calculations ate now com¬ 
monplace in the two Germanys. 
Equally uncontroversial Is the 
assumption that the East German 
economy will look much like the 
West German by the end of the 
decade. Where there is plenty of dis¬ 
agreement is on how damaging the 
intervening process of creative 
destruction will be. 

The pessimists and optimists ate 
usually divided by their unemploy¬ 
ment estimates. Most of the main 
economic forecasters are clustering 
around the 1.5m-2m level, but the 
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loading pessimist is Mr Reiner Pilz, 
the West German businessman 
involved in the first all-German 
joint venture, making compact 
discs, who is prophesying 4m. 

He believes that 80 per cent of 
East German goods will find no 
market in future and that half of 
the country’s 9m workers will lose 
their jobs, most of them for more 
than a transitional stage. His 
answer is a far more generous West 
German grant for investment in 
East Germany of 30 per cent 
(Instead of the planned 12 per cent) 
over the next five to eight years, at 


a cost to West Germany of DM250bn 
(£86£bn). 

Mr Helmut RodL chief of the West 
German economic intelligence unit 
Creditreform, believes that 50-60 per 
cent of ail East German companies 
will have to close but sees unem¬ 
ployment peaking at 2m. Some busi¬ 
nessmen at the optimistic end of the 
scale, such as Mr Heinz Durr of 
AEG, believe the jobless can be kept 
to lm. 

Few people are publicly predict¬ 
ing unrest in the event of mass 
unemployment, although Mr Wolf; 
gang PohL the East German Eco¬ 
nomics Minister, did talk of a "hot 
autumn”. Unemployment benefit 
for a worker with one child will 
average DM650 (£225) per month. 
That is based on the West German 
unemployment benefit system of 68 
per cent of the previous net wage. 
Employers and workers will each 
contribute 2.5 per cent of their gross 
wage to the benefit system (workers 
will pay in total about 17 per cent of 
their gross wage to cover health, 
pensions and dole). 


Bonn is topping up the benefit 
system with DMSbn both this year 
and next. There will also be extra 
cash for retraining, short-time 
working, and the "social plans” 
accompanying plant closures. 

None the less, a large number of 
East Germans will see their pur¬ 
chasing power reduced. How long 
that lasts depends on how swiftly 
the widely expected 5-10 per cent 
annual growth arrives. 

Professor Norbert Walter of Deut¬ 
sche Bank is expecting by 1995 an 
average rate of growth of 8 per cent 
for East Germany and 3 per cent for 
West Germany, giving a combined 
rate of 4 per cent. 

However, the DIW economic insti¬ 
tute in West Berlin, the only insti¬ 
tute to predict shorter-term growth 
rates, is expecting a drop in East 
German GNP this year of about 10 
per cent in real terms and a further 
fall of more than 5 per cent in 1991. 

The neat double act which allows 
West Germany to benefit from East 
German-inspired faster growth, giv¬ 
ing it the healthier public finances 


KEY DATES IN GERMAN HISTORY 


■ IMS May Nazi Germany capitulates 
August Potsdam conference divides 
Germany and Berlin into four 
occupation zones 

■ 1948 June Western powers carry out 
currency reform, introducing D-Mark. 
Soviet Union responds with blockade of 
Berlin, leading to Allied airlift 

July Soviet Union withdraws from 
Allied Command in Berlin 

■ 1949 May Basic Law adopted, 
establishing West Germany 
August First federal elections In West 
Germany. Konrad Adenauer elected 
Chancellor 


to support the restructuring of the 
East, means few long-term worries 
about the costs of unity. But figures 
such as those sketched by the DIW 
may mean that shorter-term costs 
will be higher than the Finance 
Ministry In Bonn hopes. 


October East Germany established 

■ 1953 June Soviet troops suppress 

uprisings _ a 

■ 1954 March Soviet Union grants East 

Germany sovereignty 

■ 1961 August Berlin Wall goes up 

■ 1969 Willy Brandt elected Chancellor, 
Introducing Ostpolitik 

■ 1989 October Honecker resigns. 

Egon Krenz succeeds him. Wall is 
opened 

■ 1990 February West Germany otters 
monetary union to the East 

March First free elections in East 
Germany 


The DIW says that the public sec¬ 
tor deficit in East Germany will be 
“very much higher” than Bonn 
expects (current estimate is DM33bn 
In the second half of 1990, and 
DM53bn In 1991). And Mr Walter 
says that short-term costs will be 


higher than necessary because of 
the collapse of East Germany’s tax 
system. 

In spite of this, the DIW is expect¬ 
ing total government borrowing ^ 
both Germanys in 1890 and 1991 to 
come out close to Bonn estimates 0 f 
roughly DM60bn and DMSObn 
respectively. 

Although inventing all-inclusive 
figures for the private and public 
sector costs of unity has gone out of 
fashion, Mr Heinrich Franks, presi¬ 
dent of the Federal Labour Office, 
has laid claim to one of tte biggest 
figures - DM2,000bn. 

One of the oddest predictions of 
all, again from the DIW, is that over 
the next 50 years the population of 
the current East Germany will fell 
by a third from 16.4m to iim. 
despite the fact that population den¬ 
sity is already almost twice as high 
in West Germany. Such a view 
seems to imply that the "great 
crash" will go on indefinitely. 

David Goodhart 
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THE BATTLE OF THE MARKS 


Currency blighted from birth 


The changing fortunes of the Mark 

DM/$ East Mark/DM 


BELEAGUERED BOSSES 


THE East German Mark lost 
out to its powerful counterpart, 
the D-Mark, the moment the 
two currencies were born in 
1948. 

As a non-convertible cur¬ 
rency, the Mark’s official 
exchange rate to the D-Mark 
was l to 1. But the unofficial 
rate In West Berlin exchange 
bureaux quickly fell to 5 to 1 
and at one stage in 1963 plum¬ 
meted to nearly 30 to L 

Its high point came with the 
building of the Wall, which 
dosed off East Germany and 
gave the currency a scarcity 
value on the black market of 
nearly 2 to L 

But it slid again from 1986 
onwards, sinking tor a brief 
moment after the opening of 
the borders last November to a 
low of 20 to 1 and then waver¬ 
ing around 9.5 to 1. Its health 
was restored only when cur¬ 
rency union was agreed with 
West Germany. 

The power of the D-Mark 
was not restricted to Its simple 
exchange rate. For decades 
East Germans needed it to buy 
desirable consumer goods, ser¬ 
vices and even houses. Increas¬ 
ingly. East German society was 
divided into those who had 

ONLY A few minutes walk 
from where the border brutally 
cut off all contact with the 
west until eight months ago, 
the arrival of the D-Mark was 
being celebrated with a brass 
band yesterday. 

Around the main square of 
the picturesque but shabby 
East German border village of 
Vacha, shopkeepers were 
putting the finishing touches 
to their new displays of 
western goods. 

Brand new televisions, 
washing machines, and video 
recorders awaited those eager 
to spend their hard currency 
for when shops opened this 
morning. 

The toy shop had been 
restocked with a colourful 
array of new toys, with a 
Barbie doll poster prominent in 
the window. Pfaff sewing 
machines were on show in a 
renovated shop a few doors 
away from the travel agency 
which offered holidays in 
Majorca. Ibiza, and Spain. 

Inside her confectionery and 
spirits shop in a 400-year-old 
fairy tale house which was 
being repainted, Mrs Elke 
Schmidt, 49, was looking 
forward to the new times. 
“Now, business is fun. We’ve 
had enough of living in an 
economy where everything 
was in short supply.” 

Yesterday, her small counter 
was stacked with cans of 
Coca-Cola, rum and cola, and 
bourbon and cola, and the 
shelves behind filled with 
whisky, wine, brandy, and 
schnaps. Pointing proudly at 
her newly stocked sweet 
counter, she said: “This is a 
paradise for kids.” 

The children may miss the 
historical significance of 
yesterday's currency union. 
But with unemployment 
looming - the local potassium 
works is expected to shed 
nearly half of its 7,500 workers 
- most adults were not 
thinking of going on a 


MONETARY union between 
East and West Germany brings 
back memories of the West 
German currency reform of 
June 21. 1948. There is one 
important parallel: the Ger¬ 
mans have decided against 
“gradualism" and are applying 
the “shock treatment” which, 
under very different condi¬ 
tions. was so successful 42 
years ago. 

The impatience of the East 
German population to reap the 
fruits of their peaceful revolu¬ 
tion in 1989, ana the collapse of 
the Socialist planned economy, 
made unrealistic any question 
of a medium term step-by-step 
approach for the economy. 

In contrast to yesterday's 
introduction of the D-Mark, the 
IMS measures were prepared 
by the occupation powers in 
complete discretion. On June 
19, 1948. when the spokesman 
of the CS military government 


access to D-Marks and those 
who did not 

The East German Govern¬ 
ment's hunger for D-Marks led 
to the establishment in the 
1960s of a chain of hard cur¬ 
rency shops which sold west¬ 
ern goods for D-Marks. East 
Germans obtained D-Marks 
from visiting western relatives 
and blends and spent most of 
them in the official shops. 

By the early 1980s few ser¬ 
vices could be readily obtained 
without payment in D-Marks. 
A plumber in Leipzig told a 
woman that the earliest he 
could install her hot water 
boiler was in six months’ time; 
when she offered brm DM50 he 
said he would come the next 
week. 

Many East Germans on holi¬ 
day in eastern Europe would 
be treated as second-class citi¬ 
zens. An East German queuing 
at an exchange booth at Buda¬ 
pest airport, for example, 
would bridle as he watched the 
West Gentian in front of him 
being given five times as many 
forints for his D-Marks as the 
East German got for his Marks. 

The most desirable occupa¬ 
tions in East Germany were 
connected with travel to the 

■ VILLAGE VIEW 

‘We’ve had 
enough of 
shortages’ 

spending spree. 

"If you're certain of having a 
job, then you can fulfil your 
wishes,” said Mr Lothar Koch, 
37. He was chan g in g - DM1,000 
at a nearby mobile savings 
bank branch, but did not 
intend to blow it on goods. 

“We’ve got to wait and see if 
we have a job or not,” agreed 
Mr Rudi Iszbrucke, 36. “We 
mustn't try and jump over our 
own shadows.” However, he 
had committed most of his 
DM2.000 - the maximum 
convertible on a one-for-one 
basis in the first week - to a 
new colour TV from the 
revamped electrical store in 
Vacha. 

Mre Helga Kranz, 63. a 
pensioner, was also going to 
buy a colour TV. But she 
expressed the caution of many . 
“We've had to wait for so long. 


west, where hard currency 
could be obtained. Successful 
athletes, foreign trade officials, 
theatre and opera directors 
were among the privileged who 
had access to “West Marks.” 
Dissident writers who were not 
allowed to publish in East Ger¬ 
many often lived off their not 
inconsiderable western 
incomes. 

But the most envied East 
Germans were those who 
inherited property in West Ger¬ 
many and received income on 
a West German bank account 
East Germans were not permit¬ 
ted to have accounts in the 
west but there was no thing to 
stop them withdrawing 
D-Marks at regular intervals - 
in person if they were of retire¬ 
ment age and could travel to 
the west or through a power of 
attorney - and putting them 
to use in East Germany. 

The Government even 
catered to them by allowing 
them to order everything from 
western cars to building mate¬ 
rials from Genex, a company in 
Switzerland controlled by the 
Communist Party. 

Leslie Colltt 

We've learned to be modest, to 
adjust, to save, and keep our 
ears' open. We're not going to 
let our money go so easily.” 

But there is a huge pent-up 
demand for quality goods in 
East Germany. Mr Ha raid 
Weih, 46, joint manager of the 
electrical goods shop, said its 
new stocks of western 
televisions, videos, radios, 
kitchen goods, and vacuum 
cleaners were worth nearly 
DM100,000. 

“Things have got to happen 
fast We've got to react quickly 
or we're finished.” he said of 
the challenges facing 
businesses. 

“All of my school mates 
went over (to the west) except 
me,” he added. Now, his 
patience may be rewarded. The 
watchtower on the s mall stone 
bridge over the nearby River 
Werra is empty and the barrier 
has gone. For the people of 
Vacha, the long years of angry 
frustration are over. Whatever 
the economic problems ahead, 
the coming of the D-Mark has 
certainly brought a new spirit 
to the village. 

Andrew Fisher 



Managers plead 
for a fair chance 
to make good 
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BUSINESS OPPORTUNITIES 


Foreign companies wonder how 
best to get into the market 
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Three hundred D-Marks tor 300 East Marks. This East German 
dearly feels he’s been given a good deal 


FOREIGN businessmen have 
mostly held back, watching 
with bewildered fascination as 
the two Germanys have swept 
along the path to currency and 
economic union. Should they 
become involved, and if so, 
how? 

The answer to the first ques¬ 
tion is Yes, firmly endorsed by 
the both governments, as well 
as bankers, economists, and 
diplomats. The second is 
harder. Companies with West 
German subsidiaries have no 
problem; forays can be made 
into the East from their exist¬ 
ing base. For those with no 
ready-made structure, the obvi¬ 
ous route is a bank or consul¬ 
tancy, or to take advice from 
embassies. Going it alone is 
only an option tor the very 
bold and deep-pocketed. 

Clearly, there are consider¬ 
able risks. Moreover. West Ger- 
man companies will obviously 
predominate in the rush to 
rebuild, and profit from, the 
East’s dilapidated economy. 

Thus many foreign manag¬ 
ers assume, not surprisingly, 
that the country wifi be, as one 
Austrian businessman put it, a 
protectorate of West Germany. 
But the opportunities are 
there. “Overnight, the German 
market's potential is being 
expanded considerably,” says 
Mr Werner Guionnean. manag¬ 
ing director of Frankfurt Con¬ 
sult, the mergers and acquisi¬ 
tions arm of BHF-Bank. “If 
British and other foreign com¬ 
panies don't do something, it 
will be an all-German party.” 

Mr Guionneau reckons the 
next six to 12 months will he 
crucial; companies leaving it 
later could find the doors clos¬ 


ing. Others take a less dra¬ 
matic view. “I am sceptical 
about pushing people in faster 
than they want to go," says Mr 
Andrew Miles, manager 
responsible for eastern Europe 
at the German operation of 
Price Waterhouse, the accoun¬ 
tants and management consul¬ 
tants. “For years to come, 
there will probably be enough 
room for anybody who wants 
to go in seriously.” 

It will be up to entrepre¬ 
neurs to decide when the time 
is ripe. Mr Wolfgang Handel, a 
partner with the Matuschka 
financial group, reckons the 
East German market's ineffi¬ 
ciencies provide big profit 
chances. “The pioneers have 
the biggest chance, but also 
the biggest risk.” Thus some 
companies might find it pru¬ 
dent to wait. "The window of 
opportunity will open slowly 
and keep opening wider,” 
believes Mr Thomas Boam, US 
commercial consul in Frank¬ 
furt, who Is now moving to 
East Berlin. 

Some US companies like 
Coca-Cola, Compaq Computer, 
and Opel (part or General 
Motors) have already moved 
in. Coca-Cola has linked up 
with local soft drinks distribu¬ 
tors and opens its first filling 
plant in East Berlin this 
month. It is investing JUOm in 
East Germany, much of this in 
vehicles because of the abys¬ 
mal transport facilities. Com¬ 
paq will serve the market from 
West Berlin, working through 
dealers who moved in from the 
west. Opel is keen to build a 
car assembly plant, its main 
concerns being East German 
costs and employee motivation. 


Other uncertainties include 
property ownership and bank¬ 
ruptcy arrangements. Commu¬ 
nications are poor. Nor is it 
easy to find out who to talk to 
at company, local authority, or 
government level (including 
the Treuhand, the state hold¬ 
ing company), even for those 
already active in the East. 

But if they are prepared to 
cut through the confusion, 
some foreign companies may 
have more to offer than West 
German ones, which will 
mostly tend to serve East Ger¬ 
many from the west. Foreign¬ 
ers needing capacity are more 
likely to invest directly In East 
Germany. Some private compa¬ 
nies have special expertise, 
such as France's Lyunnaisc dcs 
Eaux, which is negotiating on 
improving water supplies. 

Japanese companies, though 
less visible, arc also keen to 
become active. UK industry 
has been more reluctant. One 
exception is Mctsoc. a Birming¬ 
ham-based steel profile com¬ 
pany using East Germany to 
add capacity to its more 
sophisticated operation in West 
Germany. Met sec is being 
advised by Frankfurt Consult. 

As well as teanung up with 
someone who can make the 
right contacts, sheer grit is 
needed, too. "You have to 
make sure you get people to 
help who can roll up their 
shirtsleeves and are willing to 
live in a caravan rather than a 
luxury hotel." adds Mr Guion¬ 
neau. So far. not many foreign¬ 
ers have shown much relish to 
do this. 

Andrew Fisher 


ONLY a small number of the 
East German business elite 
have lost their jobs since last 
November, but a lot more will 
go over the next few months as 
monetary union forces the clo¬ 
sure of thousands of companies 
and weeds out the bureaucrats 
in those that survive. 

Already many bosses are 
occupying a different legal, if 
not physical, space. Almost all 
the 250 Eombtiiote (industrial 
conglomerates) have been bro¬ 
ken up and their former cen¬ 
tral managements have either 
formed a holding company, 
with a quasi-consultancy role, 
or distributed themseives 
around their constituent com¬ 
panies. 

It is takfrip longer to convert 
the country’s 8.000 companies 
(with more than 250 employ¬ 
ees) into public limited, or 
merely limited, companies, 
before potential privatisation. 
Fewer than 2.000 have made 
the change, although they 
include most of the largest and 
best known. The rest have 
until October to do so. 

A few of the bosses most 
closely associated with the old 
regime, such as Mr Wolfgang 
Biermann of Carl Zeiss Jena, 
have gone in the past few 
months, as well as a few old 
men reaching retirement age. 
But most, like Mr Peter Kah- 
lert, head of the printing 
machinery group Planeta, have 
stayed put 

Most of the survivors like Mr 
Kahlert appear to be prag¬ 
matic, hard-working men who 
struggled against the grain of 
central planning to keep their 
companies ticking over. 

To the outsider these men. 
more modest in manner and 
appearance than their West 
German counterparts, seem 
rather admirable. They may 
not have been heroes but many 
had reforming tendencies - at 
least in the economic sphere - 
and unlike many of their com¬ 
patriots were prepared to 
shoulder responsibility. 

From Inside East Germany it 
looks rather different. The 
bosses, always party members, 
were to most workers just local 
representatives of the system. 
Their powers of survival, and. 
in many cases, their swift 
advocacy of market methods, 
have singled them out as the 
opportunists par excellence of 
the change of regime. 

“As a group we have virtu¬ 
ally no credibility, so nobody 
asked our advice on what to do 
for the economy,” says Mr 
Kahlert. “Even under the 
interim Mod row Government 
we were shunned. Workers, 
schoolchildren, even prisoners, 
made their protests and cot 
what they wanted; the senior 
managers did not go on strike 
so nothing was done for the 
economy” 

Mr Kahlert himself joined 
Planet a from technical high 
school in !9&j. After various 
engineering posts he became 
head of research in 19TB and 


two years ago head of the 
whole company. 

He and many of his fellow 
managers speak of the future 
with a mixture of fear and 
defensiveness. 

“We have been given no 
chance to reform our own sys¬ 
tem, so many sectors will just 
be steamrollered by imports," 
says Mr Thomas Pfarschner. 
an executive at'Carl Zeiss 
Jena. He subscribes to the pop¬ 
ular theory that the West Ger¬ 
man Government, in league 
with West German -capital, is 
deliberately driving East Ger¬ 
man businesses to the wall so 
that it can pick up the pieces 
tor a fraction of their real 
worth. Such attitudes make 
many East German bosses 
keen to co-operate with non- 
German western partnas. 

The East Germans point out 
that Spain and Portugal had 
longer to adapt to European 
Community membership and 
started from a market economy 
base. Nixdorf, the West Ger¬ 
man company which has just 
lost DMlbn in a single year. 
has also been seized upon with 
glee. “Nobody is asking 
Nixdorf to return to profit 
tomorrow,” says Mr Pfar¬ 
schner. 

Criticism is also directed 
a gains t East German institu¬ 
tions. “We have not developed 
an industrial policy to allow us 
to concentrate resources on 
those sectors that we think 
should survive,” he says. 

And there are loud com¬ 
plaints that the peculiarities of 
East German corporate life - 
for example the fact that no 
earnings were retained and 
credit was required to finance 
current assets - have not been 
taken into account in the cur¬ 
rency conversion. “We don’t 
want new subsidies, we jo-jt 
want fair treatment.” says Mr 
Pfarschner. 

Some believe that the impro¬ 
visation required to-circum¬ 
vent the failings of central 
planning, in materials supply 
fur example, has equipped Last 
German managers 10 survive 
in a market economy. But Mr 
Rolf Hillig, deputy head of VEB 
Mik rode kt rani k. doubts such 
wheeler-dealer skills will be 
much use; “We had a plan and 
we improvised, now we have a 
market and we must plan”. 

His poir.i is illustrated by 
the work of the “morketinp 
director" of one East German 
company whose inaction was 
to hawk around any surplus 
good. 1 ; his company had and 
exchange them for the things 
they desperately needed. 

But West German consul¬ 
tants. who are working along¬ 
side most of the East German 
companies with potential, are 
not wholly disparaging. "They 
are having to from a lot of 
things from scratch but s^rnc 
of them are learning quickly.” 
says one 
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David Goodhart 


Prescription: shock treatment 


prognosis: excellent 


read out the allied currency 
laws over all radio stations, it 
was the “event of the year". 

There are also great differ¬ 
ences as far as the conversion 
rate is c o nc e rned. As a conse¬ 
quence of the large monetary 
overhang resulting from unres¬ 
trained war financing the CUT- 
rency contraction in 1948 had 
to be brutal. Apart from the 
distribution of a quota of DM60 
per head, assets were 
exchanged at the rate of 16 
Reichsmarks for DM1. East 
Marks are being converted into 
D-Marks at rates of 1 for L 2 
for l, or 3 for l, depending on 
the age of the account-holder 
and ether conditions. 

The conversion, seen 
together with the system of 
social security which is being 


introduced, appears to repre¬ 
sent a relatively generous, 
“soft” measure. In fact, the 
Bonn Government's offer in 
February of early monetary 
union, with a long 

transition period in which East 
Germany would haw kept its 
own currency, was a derision 
in flavour of a hard monetary 
path. 

The East German economy 
will now be exposed to the fall 
bnmt of national and interna¬ 
tional competition. The “rich 
brothers” from the west are 
equipping the East German 
population with a convertible 
currency, freeing the economy 
from balance of payment prob¬ 
lems. As one of the conse¬ 
quences. it is feared that con¬ 
sumer demand will be 


concentrated on foreign and 
West German goods - result¬ 
ing in an ill-thought out mea¬ 
sure, dropped at the last min¬ 
ute, of a temporary import tax 
to protect East German Indus¬ 
try from "foreign” consumer 
goods. 

The link with the D-Mark 
will end all East German 
industry's previous difficulties 
in importing raw materials, 
half-finished products and capi¬ 
tal goods. It is, however, likely 
that the people will deploy 
their new money in a very i-eri¬ 
sible way, such as purchasing 
lower-priced domestic prod¬ 
ucts. and building up savings 
deposits. 

Whatever happens, the 
entire East German economy 
faces far-reaching structural 


change. It must throw off cen¬ 
tralised planning to make way 
for the market economy, 
involving a shift tn economic 
specialisation and the entry of 
modern technology. Many peo¬ 
ple will inevitably be put out of 
work. But they will be rocm- 
ployed as new jobs arc created 
- as long as East Germany 
starts to attract inflows of capi¬ 
tal 

The position and the outinnk 
in the summer of 1948 were 
qualitatively different. Onlv 
throe years after the end of the 
war. living standards were 
extremely low, and we pinned 
all our hopes on the currency 
conversion. The announcement 
that goods controls would he 
lifted in stages after the cur¬ 
rency reform was controver¬ 


sial, but in the final analysis it 
increased our confidence. 

East Germany now has tiie 
great advantage that the Fed¬ 
eral Republic can offer it the 
entire panoply of norms and 
Institutlunr which make up a 
liberal-democratic system. 
Even though West Germany is 
extending financial aid for the 
East German budget, the main 
financial contribution should 
come through private capital 
flows, spurred on by creation 
of the right market conditions 
in the nisi. There is a good 
chance that such conditions 
will indeed be rcalisL-d. 

Certainly there will be prob¬ 
lems during the transition 
period after the currency con¬ 
version, but these will be the 
prelude to economic recovery. 


The efficiency of the market 
economy, the energy of the 

East German population and 
the experience erf 1948 all lead 
to the same conclusion. The 
great and (more or less) 
unprecedented experiment 
which started yesterday will be 
a surwesi. 

Prof Karl Schiller 


Member of the Social Demo¬ 
cratic Party. HVrf German Eco¬ 
nomics Mtntster between 1966 
and 1972. ffc crpcricnccd ike 
1948 currency reform as a mem¬ 
ber nf the advisory council of 
the West German economic 
administration and as a profes¬ 
sor at Hamburg vniiersity. 
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to curb industrial 


Market makers force exchange to drop rule changes 
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By OayM;Thomas, Resources Editor 


‘unworkable’ 
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.HEADING CHEMIGAL and oil 
■ g wqpan ieg have warned the 

: Cow gnine Bt privately that its 
new sy wtern of pollution con- 


bill Their concerns include: 

• Lack of consultation: indus¬ 
try says 'it has not been con¬ 
sulted on the details of the reg- 


t *-„u . oun«uuu me uBuiim m uic lck- 

rSffiSI? 78 U?workabte alations, which are doe to be 

published in draft from by the 
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aweness of British Industry 
-TC ^^^^iroainental Protec- 
. tm Bill, which is still going 
through Parliament, contains a 
syste m designed to replace the 
iirtfvloualy piecemeal a pproach 
to‘controlling pollution.from 
-large industrial-plants. : 

4 r Eh & system, -known as Inte¬ 
grated PoUution Control, -will 
introduce a. number of novel 

■ inetijoSs, mrtahly the require- 
.. ment on plants .to use "the best 
available techniques not-entail* 

ing- excesslve -cost” to 1 control 
; emissions. 

. ■' The Chemical Industries 
: . Association, - representing the 
OS's main chemical and petro- 
chemical companies, haa writ- 
ten to Mr Dam4 Trippier, Envi¬ 
ronment Minister, expressing 
. grave concern about the sys- 
tfini and seeking an urgent 
meeting to discuss it 
' The association is - reflecting 
the views of some of Britain’s 
leading companies, including 
Id and Shell, which stress that 

■ they , are opposed, not to the 
^legl^latiau's 'Qt^eGtives, but to 
soma of the mechanisms in the 


end at. next month... 

It alsd" complains of wide¬ 
spread confusion as to how the 
system will-, work: * After 
months of discussion in parlia¬ 
ment, . we -have no coherent 
statement as .to what it is , 0 a 
leading company said. 

• Inadequate expertise: indus¬ 
try belives that Her Majesty’s 
Inspectorate of Pollution has 
too few. staff with the right 
skills to administer the system. 

. It is particularly alarmed by 
recent ^ indications that the 
inspectorate - may be too 
stretched to visit all the plants 
which will be regulated by the 
new syst e m. - 

• Control of processes: indus¬ 
try is-concerned that pollution 
control will in future concen¬ 
trate on the processes and 
technologies within a plant, as 
much as on the -plant's final 


- Companies believe this could 
barm their ability to respond 
flexibly to competitive pres¬ 
sures and could slow the pace 
of technological innovation. 

“Our ability to change pro- 


EUROPEAN COMMUNITY 


- v - .**•' 


Jm *3 


’ . ■ ■ ■ t 

• .. *.- 1 ■. —» 









-- 




c - ^ iJL ■ 

- (fit.' ■ 

■L - fV 1 ' 

■ ■Wb ■ — 


opposition to 


■ 


Zif^L ! 

.. r r 






- *« r 







‘ glee 

By John Mason . 

ISIS Margaret Thatcher, the 
Prime Minister, arrived back in 
London from last week's Dub¬ 
lin summit underlining her 
opposition to the Deters prb- 
posals for European monatezy 
union by argtdng against both 
"a' system of fixed exchange 
rates and a single currency. 

In a statement to the Cam- 
mohs at the end of last Week 
following tiie EC .summit, Mrs 
Tbahfoer praised the proposals 
for a common c ur re n cy based 
on a hard Ecu advanced by the 
Mr John Major,, the .Chancellor, 
bntptayed down the potefoiKty 
that they could lead tea single 
curremry. 

The Prime - Minister also 
repeated her : opposition to 
Britain surrendering control of 
domestic, monetary - policy, 

potetedly stating that the Gov- 
erament disagreed with Stage 
3 of the peters proposals and 
had yet to agree with Stage 2. 

She told Mr Peter Shore, the 
opposition Labour UP and 
long-stand fog opponent of- the 
EC: T am against locked cur¬ 
rencies. We . have lived with 
them and they coDapsed,.I am 
against a single currency.” 

Mr Shore had warned that 
there were great dangers to 
British industry in the Gada- 
rene rash 1 ’ towards economic 
and monetary union. 

Mr Nefl Eizmock, the Labour 
leader, accused the Govern¬ 
ment of maintaining a 
“two-faced performance” with 
the P rime Minister stating a 
single currency would not be 
agreed in her lifetime, while 
others, such as Sir Geoffrey 
Howe, saw the British propos¬ 
als for a common currency as 
■being a possible basis for one. 

/ Mrs Thatcher quoted the 
Chancellor as saying Britain’s 
.proposals would allow for the 
Revolution of a common cur¬ 
rency, but this would be a mat- 


ency 



Thatcher: *T am against a 
single currency-" 

ter of choice, not prescription. 

- Responding to suggestions 
that the proposals would take 
Britain along the road to a sin¬ 
gle currency, she insisted that 
the European monetary fund 
proposed by Mr Major was not 
designed to form the basis of a 
European central hank admin- 
istering one currency. 

'Mrs Thatcher told Mr Paddy 
Ashdown, the Liberal Demo¬ 
crat leader, that the hard Ecu 
would only be Issued against 
deposits made with the fund in 
other currencies. 

She insisted the British pro¬ 
posals were “more substantial” 
than those contained in Stage 2 
of Deters, while many coun¬ 
tries would have difficulties' 
with the locked currencies pro¬ 
posed by Stage 3 which would 
require enormous subventions 
by other member states. 

Mrs Thatcher added that 
agreement on monetary union 
had to be by unanimous vote 
among member states and 
insisted that giving up national 
sovereignty, as proposed by 
Delors, would be unacceptable 
to the Commons. 
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Howe looks to improve 
links with Strasbourg 

By John Mason and Alison Smith 





. " .NATIONAL parliaments and 
- _ the European Parliament in 
Strasbourg should be comple- 
.- - - inents and not competitors In 
\".t 7 1 enhancing democratic account- 
\r Vafa&ity in the European Com- 
.. i. manity, according to Sir Geoff- 
rey Howe, the Leader of the 
l - ' - House of Commons. 

WJ,- - He told MPs last week he 
would be looking at giving 
--V -^MEPs wider access to ftnilitifis 
at Westminster to heh> foster 
: V - informal »nks between MPs 
■’■■■an d their European counter- 
-.■v" - parts. 

fa-the past, MPs have been 

i:jealous of their position and it 
. was only very recently that 
U ’MEPs arriving for meetings 
t : 7 ;:-with MPs did not have to 
7: queue outside with the general 

: •"nnhljc, ^ 

■ T Tjaesaid that the changed 

■R procedures being proposed for 
- v - ' scrutinising European legiste- 
■^ '" iSon- at Westminster would 
-V'^ mean fewer latenight detates, 
amd more consideration erf el 
r . '" legislation in a new type or 
^ ^wm ons committee, which 
1 : Troald be able to question mm- 
* as wen as debate propos- 
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11 \The were put forward 
by the Procedure Committee, 
chaired by Sir Peter Emw, 
the' Conservative MP, and the 
Government has accepted most 


of them, with the intention 
that the new system should 
start in the next parliamentary 
session. Mr John Cunningham, 
the Opposition labour Party's 
shadow Leader of the House, 
agreed the current Commons 
procedures for scrutinising 
European legislation were 
unsatisfactory. 

The EC had been given more 
powers 'over British affairs but 
this had not been reflected In 
greater accountability or scru¬ 
tiny of its decision-making. 

. The European Parliament 
bad to be given increased pow¬ 
ers, but it should act to com¬ 
plement the national parlia¬ 
ments of member states, not 
replace them. 

He also criticised govern¬ 
ment ministers for failing to 
make statements to the Com¬ 
mons after Council of Minis¬ 
ters meetings. 

Sir Peter said there was 
widespread agreement that 
Westminster was failing to 
consider European legislation 
property. 

Too often debates were 
restricted to an hour and a 
halt held late at night and 
attracted MPs more interested 
in discussing whether Britain 
should have joined the commu¬ 
nity in the first place: 


cesses quickly is of paramount 
importance to our fine chemi¬ 
cals operations. 

“It would be highly detri¬ 
mental if these processes 
became bogged down in 
lengthy procedures," explained 
Mr Mike Wright, ICTs UK envi¬ 
ronmental adviser. 

• Confidentiality: companies 
also say the new requirement 
for details of controlled pro¬ 
cesses to be made publicly 
available could result in com¬ 
mercial secrets being lost to 
foreign competitors. 

“If we develop a catalytic 
process, the amount of detail 
we want to put into the public 
arena is little or none.” one 
petrochemical company said. 

Mi- Wright at ICI added: Tt 
would be harmful if we have to 
produce details of our technol¬ 
ogies and make them available 
for all to see.” 

The Environment Depart¬ 
ment believes industry to be 
seriously overstating the diffi ¬ 
culties. 

It said industrial processes 
would be controlled only in 
exceptional circumstances and 
stressed that procedures would 
exist for processes to remain 
confidential, although it fore¬ 
saw these being used rarely. 


By Richard Waters 

A PROPOSED change in the 
trading rules of London’s Inter¬ 
national Stock Exchange, 
designed to give private share¬ 
holders a ratter deal on the 
stock market, has been 
dropped after pressure from a 
-powerful group of market mak¬ 
ers. 

The market makers, which 
include some of the Exchange's 
largest members, objected that 
the new rule would hit their 
already waning profitability. 

The proposal was the most 
controversial of a series of 
changes put forward over the 
last 13 months by the Elwes 
committee, a working group 
set up to propose an overhaul 
of the market's trading rules. 
The final part of the Elwes 
overhaul will be voted on the 
Exchange's council today. 

The proposal involved the 
creation of a dealing mecha¬ 


nism for small holdings of 
shares. Ibis was intended to 
make it possible for small 
shareholders to buy and sell at 
better prices than those avail¬ 
able to the holders of large 
blocks of shares. 

The keenest buying and sell¬ 
ing prices for small amounts of 
shares would have appeared on 
a new “green strip” on the 
Exchange’s Topic screens, dis¬ 
tinguishing it from the existing 
“yellow strip” where the best 
market price for large blocks of 
shares appears. 

This arrangement would 
have been used for deals worth 
10 per cent or less of the 
so-called “normal market size” 
(NMS) for each company. Impe¬ 
rial Chemical Industries, for 
instance, has an NMS of 25,000 
shares, meaning the the pro¬ 
posed retail market would 
have traded lots of up to 2^00 


Id shares. 

Market makers have cam¬ 
paigned vigorously against the 
creation erf a two-tier market 
over recent months. 

“We saw it as a real attack 
on margins," one large securi¬ 
ties house, which refused to be 
named, said at the end of last 
week. 

The market makers feared 
that institutional shareholders 
would demand the same treat¬ 
ment as Individuals, forcing a 
narrowing of the “touch” 
between buying and selling 
prices from which dealers 
make their living, 

A second proposal of the 
Elwes committee aimed at 
creating a better stock market 
for private shareholders could 
also fail to get off the ground. 

This involves the creation of 
a limit order market, under 
which anyone who wanted to 


buy or sell shares would enter 
the price at which they were 
prepared to trade on a central 
system. 

These orders would be car¬ 
ried out automatically once 
there was a matching order at 
the sam e price. 

Market makers have opposed 
this proposed system, known 
as Close. Mr Nigel Elwes, 
finance director of Warburg 
Securities and chainnan of the 
special committee, said last 
week Close would be particu¬ 
larly suitable for small bar¬ 
gains. 

If the Close system is built, it 
will achieve the same goal as 
the proposed “green strip", he 
said. 

However, while not endors¬ 
ing the idea, the Exchange's 
council is expected today to 
approve a study to find out 
whether there is sufficient 
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Elwes: wants to introdncea 


ter stock market for pri¬ 
vate shareholders 

demand to build the system. 


Civil servants urged to accept wage deal worth 8.85% 


By Michael Smith, Labour Correspondent 


NEGOTIATORS representing 
70,000 industrial civil servants 
are recommending a deal 
which they say will will lead 
to the pay bill of the group 
rising by 8-35 per cent 
The package is among the 
best achieved in the public sec¬ 
tor this year. However the rise 
is nearly a percentage point 
below the last reported infla¬ 
tion rate of 9.7 per cent, indic¬ 


ating the Government's deter¬ 
mination to set an «Eamp 1e to 
the private sector on holding 
the line against pay pressures. 

The agreement is the first 
for industrial servants since 
they agreed a long term pay 
formula last year with the 
Treasury. This introduced a 
form of comparability with the 
private sector. 

Mr Jack Dromey, chief 


union negotiator and a 
national secretary of the 
TGWD general workers' 
union, said the deal was the 
best in the civil service this 
year. 

The Treasury, however, said 
the deal was around 8.7 per 
cent and 0.4 per cent of this 
resulted from last year's agree¬ 
ment. The package was compa¬ 
rable in size with that negoti¬ 


ated by the CPSA junior civil 
servants' onion when rises 
which fake effect this year hot 
were negotiated last year are 
taken Into account 
The deal was concluded 
after a survey of 391 private 
sector deals found that the 
middift 50 per cent of deals 
-ranged between 7.45 and 9 per 
cent Negotiators were obliged 
to reach a deal between these 


two figures under the terms of 
the long term pay formula. 

Another survey compared 
the pay levels of 94 benchmark 
jobs in the industrial civil ser¬ 
vants With those doing cimflar 
work in 292 private sector 
companies. Mr Dromey said 
this showed that industrial 
civil servants fall mainly in 
the lowest 25 per cent of the 



We spoil our passengers as much as 
we spoil our aircraft. 



.Jt* 






The well-being of our passen¬ 
gers is the main objective of 
our work - our raison d'etre. 
And, in this connection, we 
don't make any qualitative 
distinction between the way 
we maintain our aircraft'and 
the way we go about looking 
after you on the ground or 
in the air. Anybody who knows 


us at all will hardly raise an 

eyebrow when they hear we 
consider our aircraft no less 
important than our passen¬ 
gers. They know that - with 
an annual investment of DM 
2 billion in the servicing and 
maintenance of the fleet, 
with the training of our pilots 
and ground crews, as well as 


with our uncompromising 
safety standards — we are 
one of the world’s leading 
airlines. And so, when we say 
we spoil you as much as we 
spoil our aircraft, you know 
what we mean. After all, what 
use is the loveliest smile in 
an aircraft that doesn’t meet 
Lufthansa’s standards? 


Lufthansa 
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General Dynamics in last 
bid to build army tank 


By David White, Defence Correspondent 


THE BATTLE over the British 
Army's next tank will Intensify 
this week when General 
Dynamics of the US makes its 
last effort to oust Vickers of 
the UK from the field. 

The US company is expected 
tomorrow to present its latest 
proposal to the Ministry of 
Defence, which is due to make 
its decision by early December. 
West Germany's Krauss-Maffel 
and France's state-owned 
GIAT-Industries are also com¬ 
peting for the order, estimated 
to be worth at least £600m. 

The US bid is a revised ver¬ 
sion of an initial proposal sub¬ 
mitted in 1988. The British 
Government decided then to 
postpone the final choice by 
giving Vickers on interim con¬ 
tract to complete work on pro¬ 
totypes of its Challenger 2 
tank. 

Under General Dynamics' 
proposal, VSEL Consortium, 


British Aerospace's Royal Ord¬ 
nance subsidiary, and Smiths 
Industries would be among UK 
companies participating in 
producing a British version of 
its M1A2 Abrams. In addition, 
the US company is offering 
industrial offset work in the 
UK. 

Textron Lycoming, manufac¬ 
turers of the gas turbine 
engine used in the US tank, 
has also been discussing col¬ 
laboration with British compa¬ 
nies. 

Further details are being 
kept secret but General 
Dynamics said: “We think our 
package is competitive." 

The original UK order of np 
to 600 tanks foreseen two years 
ago is expected to be reduced 
to between 300 and 350 as a 
result of imminent cuts in 
armoured units assigned to the 
British Army of the Rhine. The 
initial order might be smaller 


than this. 

General Dynamics is relying 
on exports to maintain tank 
assembly at the two US Gov¬ 
ernment-owned plants it opera¬ 
tes in Michigan, and Ohio. This 
follows a recent Pentagon deci¬ 
sion to suspend deliveries to 
the US Army from 1993. 

In addition to the UK con¬ 
test, it is hoping to export 315 
M1A2 tanks to Saudi Arabia. 
Egypt is also expected to buy 
540 of the earlier M1A1 model, 
mostly assembled locally. 

The US tank has strong sup¬ 
port within the British Army 
as the replacement for the 
notoriously unreliable Chief¬ 
tain. However, the MoD will 
have to take into account the 
logistical costs associated with 
the high-consumption gas tur¬ 
bine. Textron Lycoming says it 
has already achieved reduc¬ 
tions in consumption and 
could obtain more. 


Water suppliers delay investment 


By Andrew Hill 

THREE WATER suppliers in 
the Home Counties have been 
forced to postpone decisions on 
capital expenditure because of 
the Government's delay in 
deciding whether to allow 
them to merge. 

The three statutory compa¬ 
nies - Rickmansworth, Colne 
Valley and Lae Valley - pro¬ 
posed a merger at the end of 
last July. The companies had 
originally hoped the deal might 
be completed by the end of 
1989. However, Mr Nicholas 
Ridley, the Trade and Industry 
Secretary, is unlikely to pub¬ 
lish bis decision on the move 


before the end of this July. 

Mr Robert Simpson, manag¬ 
ing director of Rickmansworth 
and Colne Valley, said the 
deferral of capital expenditure 
decisions had not affected the 
quality of service, but added: 
“It's a period of uncertainty. 
Uncertainty is never a good 
thing and the sooner we know 
where we stand the better.” 

The proposed merger was 
the first takeover in the indus¬ 
try automatically referred to 
the Monopolies and Mergers 
Commission under the new 
Water Act If successful, Com- 
pagnie Generate des Eaux, 


France’s largest water sup¬ 
plier. would become a majority 
shareholder in the merged 
group. The MMC's report was 
submitted on February 12, but 
was not published until April 
because of the complexity and 
sensitivity of the issue. 

The commission ruled that 
the benefits of the takeover - 
lower water charges, for exam¬ 
ple - did not outweigh the 
adverse effects, but Mr Ridley 
asked the director general of 
water services, the industry’s 
economic regulator, to investi¬ 
gate the possibility of further 
savings. 


Another 
bleak year 

forecast 
for DIY 

By Maggie Urry 

FURTHER consolidation in the 
do-it-yourself retail sector is 
predicted in a new report from 
Verdict Research, the retail 
research consultancy. It also 
forecasts another bleak year 
for the DIY retailers. 

The report follows last 
month’s merger between two 
leading groups: Pay less, 
owned by Boots, and Do It All, 
part of the WJL Smith group. 
Verdict says the combination 
of these two companies, which 
were respectively third and 
fourth in the sector, will have 
a market share of 7.8 per cent. 

This means that the merged 
group, which will retain the 
Do It All name but change its 
image, will be the third largest 
force in the DIY market. B & 
Q, a subsidiary of Kingfisher, 
leads with 13 per cent, fol¬ 
lowed by Texas, part of Lad- 
broke, with 8 per cent. 

Verdict suggests that Great 
Mills, which is owned by RMC, 
the building products group, 
and lies in sixth place with 2.4 
per emit of the market, could 
merge with B & Q or Texas. 
The other leading players - 
Wickes and Homebase, part of 
J. Sainsbury - were unlikely 
to join forces with any other 
group. 

Looking beyond 1990, Ver¬ 
dict says the future is brighter 
but the sector is unlikely to 
enjoy the very rapid growth 
seen in the 1980s. 

Low prices were the most 
important factor in determin¬ 
ing which shop customers vis¬ 
ited. 

DIY Retailers, Verdict 
Research, 112 High Holbom, 
London WC1V6JS. £495. 


ACCEPTANCE FORMS MUST BE SENTTO THE CHIEF REQSTRAR BANK 
OF ENGLAND {CONVERSIONS}, NEW CHANGE. LONDON, EC4M 9AA TO 
ARRIVE NOT LATER THAN 12.30 P.M. ON MONDAY, 23RD JULY1990; 
OR LODGED AT THE CENTRAL GUTS OFFICE, BANK OF ENGLAND, 1 
BANK BUILDINGS. PRINCES STREET. LONDON. EC2R 8EU NOT LATER 
THAN 12.30 PJM. ON MONDAY, 23RD JULY 1990: OR LODGED AT ANY 
OF THE BRANCHES OR AGENCIES OF THE SANK OF ENGLAND NOT 
LATER THAN 3.30 P.M. ON FRIDAY, 20TH JULY 1990. 


OFFER OF CONVERSION TO HOLDERS OF 
8i per cent TREASURY LOAN, 2000 
TO CONVERT INTO 9 per cent CONVERSION STOCK, 2000 


Application wifi be made to the Council of Die International 
Stock Exchange for 9 percent Conversion Stock. 2000issued as 
a restfit of pits conversion to be admitted to the Official List on 

Wednesday, 25th July 7990. 

1 THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND an 
authorised to invite holders of per cent Treasury Loan, 2000 lo convert 
all or part of iheir holdings Into 9 per cent Conversion Stock, 2000 as on 
28th July 1990 at the rate of £98.70 nominal of 9 per cent Conversion 
Stock, 2000 per £100 nominal of 84 per cam Treasury Loan, 2000. 

2 Holders who do not wish to convert any pan of their holding should 
do nothing. 

3 Registered holders of 81 per cent Treasury Loan, 2000 at the dose of 
business on 25th June 1990 who exercise the option to convert as on 
28th July 1990 will receive the interest payment due on 28dt July 1990. 
Interest at the rate of £0.9124 per £100 nominal of 9 par cent Conversion 
Stock, 2000 wfl be paid on 3rd September 1990 in respect of Stock 
issued as a result of tne conversion. 

4 Conversion wffl be into registered stock of 9 per cent Conversion 
Stock, 2000 which, subject to the provisions contained in this notice, will 
rank equaSy in aB respects with Stock already issued and wfl be subject 
to the provisions of the prospectus for 9 par cent Treasury Convertfcle 
Stock, 1980 dated 6th March 1973 (which con ta ined the terms of issue 
of 9 per cent Conversion Slock. 2000). HSkfings of 8j per cent Treasury 
Loan, 2000 in respect of which the conversion option is exercised wfl be 
surrendered free from afl liens, charges and enc um brancea and with afl the 
rights now or hereafter attaching to them except the right to receive the 
interest payment due on 28th July 1990. 

Method of acceptance 

5 Copies of this notice and acceptance forms for completion are being 
sent by post to regi s tered holders of 8j per cent Treasury Loan, 2000. In 
the case of joint accounts, the forms are being sent to the first of the 
holders whose re gis t e red address is in the United Kingdom (ps if none has 
such en address, to the first-named holder}. Holders who wish to convert 
all or part of their holdings should complete the acceptance form. Stock 
resulting from this conversion may be added to existing holdings of 9 per 
cent Conversion Stock. 2000. 

6 hi the case of regi s tered stockholders who are not members of die 
Central Gilts Office (CGO) Service, completed acceptance forms with stock 
certificates must be sent to the Chief Registrar, Bank of England 
(Conversions), New Change, London, EC4M 9AA to arrive not later than 
12.30 P.M. ON MONDAY. 23RD JULY 1990; or lodged at the Central 
Gdrs Office, Bank of England. 1 Bank Buildings, Princes Street, London. 
EC2R 8EU not later than 12.30 PM. ON MONDAY. 23RD JUIY1990: 
or lodged at any of the Branches or Agencies of the Bank of England not 
loter than 3.30 PM. ON FRIDAY, 20THJUIY1990.The Bankof England 
win acknowledge receipt of acceptance forms. 

7 In the case of stockholders who are me mber s of the CGO Service, 
completed acceptance forms must be lodged at die Central Gats Office, 
Bank of England. 1 Bank Buildings. Princes Street, London, EC2R 8EU not 
later than 12.30 P.M. ON MONDAY, 23RD JUIY 1990. 

8 In die case of holders whose holdings are in the form of bonds to 
bearer. acceptance forms may be obtained at die Securities Office, Bank 
of England. Threadneedle Street, London. EC2R 8AH. Completed 
acceptance forms, with the bonds to bearer (together with outstandeig 
coupons), and registration forms must be lodged at the Securities Office 
not later than 12.00 NOON ON MONDAY. 23RD JUIY 1990. The terms 
of issuo of 9 per cent Conversion Stock, 2000 do not provide for hold ings 
in the fbnn of bonds to bearer. 

9 If a hofdcr wishes to convert but cannot obtain an essential signature 
or document by 23rd July 1990, the acceptance form, completed so for 
as possible, should be lodged in accordance with p ar ag r aphs 6, 7 or 8 
above, accompanied by a tenor from a bank, so&dtor or other protasional 
adviser giving the reason for the acceptance being incomplete and 
undone king to put it in order as soon ospossfolo; it may then be possible to 
dve effect to tfio acceptance. If share is insufficient time for the ac c ep t ance 
form to be lodged before the dose of the offer, the holder may notify 
acceptance by facsimile (fax numbers 071 801 3959 or 071 601 5432} 
quoting brief particulars to identify tho account and speeding the amount 
of 83 per cent Treasury Loan. 2000 to be converted; this should be 
followod without delay by a completed acceptance form end die 
certificates. 


14 The interest due on 3rd September 1990 wfl be paid separately on 
holdings of the existing 9 per cam Conversion Stock,2000and on holdings 
of 9 per cent Conversion Stock, 2000 "B" regi s tered at the dose of 
business on 1st August 1990; consequently, interest m a nd a tes, 
authorities for income tax e xem ption and other notifications recorded in 
respect of existing hokSngs of 9 per cent Conversion Stock. 2000 wifi not 
be applied to the payment of interest due on 3rd September 1990 on 
hokfings of "B" stock. 

15 Where the conversion option has been exercised, any instructions 
for the payment of interest registered in respect of a holding of Bj per cam 
Treasury Loan, 2000 wO be appfied to the new holding of 9 per cam 
Conversion Stock.2000TT-Ssinflarty wh e re m s tn ict i ons have bean given 
by the Inland Revenue authorities for interest on the hokfing of 84 per cam 
Treasury Loan, 2000 to be paid without deduction of income tax, the 
instructions wffl be ap p Bo d to the new holding of 9 per cant Conversion 
Stock, 2000 "B". 

16 Tr a ns f er s of 9 per cent Conversion Stock, 2000 "B* may be lodged 
at the Bank of England for regi stra ti on in that farm up to 30th Jtriy 1990. 
After that data, for purposes of certification, the "B" stock wfl not be 
efistinguished from the existing 9 par cam Conversion Stock. 2000. From 
the opening of business on 2nd August 1990, the *B' stock wfl be 
amalgamated on the register with 9 per cam Conversion Stock, 2000. 
CGO account balances will have been amalgamated from the opening of 
business on 31st Jdy 1990. 

17 Her Majesty's Ttoasury have drected that Section 471 of the Income 
and Corpora ti on Taxes Act 1988 (which relates to the t reatm ent for 
taxation puposes of financial concerns whose business consist s whofly 
or partly in deafing in securities} shall apply to exchanges of securities 
anting from this affoc 


Particulars of the issue of 9 per cent Conversion Stock. 2000 
18 The terms of issue of 9 per cent Conversion Stock. 2000 ware 
co nta i n ed in the prospectus for 9 per cent Treasury Convert&ie Stock, 
1980dated 6th March 1973 and included the foHowing provisions:— 

0 The Stock is an inve s tm en t faffing within Part fl of the First Schedu l e 
to the Trustee investm en t s Act 1961. The pri nc i pal of and interest on 
the Stock is a charge on the National Loans Fund, with recourse to 
the Consolidated Fund of the United Kingdom. 
fifi The Stock wifi be repaid at par on 3rd Match2000. 

(£} Interest is payable half-yearly on 3rd March end 3rd Sep t ember. 
Inc o me tax is dmfejcted from payments of more than £5 per annum. 
I nt ere st warrants are t ransmi tted by post, 
frv) The Stock is roistered at the Bank of England or at the Bank of Ireland. 
Belfast, and is tran sf erable, in multiples of one penny, by instrument 
in writing in accordance with the Stock Transfer Act 1963. Tran sf ers 
are free of stamp duty. 

(v) Stock of this issue and the i n tere s t payable thereon is exempt from 
aB United Kingdom taxation, present or hours, so long ss ft is shown 
that the Stock is ai the beneficM ownership of persons who are neither 
domtefied nor ordinarily resident in rhe United Kingdom of Great Britain 
and Northern keiand. 

(vi) Further, the interest payable on Stock of this issue is exempt from 
United Kingdom income tax, present or future, so long as it is shown 
that the Stock is in the beneficial ownership of persons who are not 
ordinarBy resident in the United Kingdom of Greet Britain and Northern 

fvn) For the purposes of the pre ce cB n g paragra p hs, pers o ns are not 
ortSnarity resident in the United Kingdom if they are regarded es not 
onftnarily resident for the purposes of United Kingdom income tax. 

(vii) Appfieations for exemption from United Kingdom income tax shtxrid 
be made in such form as may be required by the Commissioners of 


10 Up to and including 27th July 1990 holdings in respect of wfnch the 
conversion option has been exercised wfl be described on the regreter as 
8; pec cent Treasury Loan. 2000 'Assented'': and from 30th July 1990 
until 1st August 1990new holdings of 9 per cent Conversion Stock. 2000 
issued on conversion wfl be described on the register as 9 per cam 
Conversion Stock. 2000 *B\ Certificates for the new hokfings of 9 per 
cam Conversion Stock, 2000 “S' wfl be issued as soon as pastibls after 
30th July *950. r™ 

1 } Up to end including 25th July 1990, CGO account balances in respect 
of which tho conversion option has been exercised will be desofoed as 
per cent treasury Loan. 2000 'Assented*; and from 26th July 1990 
unbi30tii July 1990 balances in respect of 9 per cent Conversion Stock, 

inversion wifi be described as 9 per Cant Conversion 
Stock. 2000 *B\ 

12 TransferscfSj per cent Treasury Loan, 2000 for which stock transfer 
forms ana lodged for reg is t rati o n tq? to 12.30 pm on 23rd JiXy 1990 wfl 
«ny tho option to convert into 9 per cent Conversion Stock. 2000 m on 
28th July 1990 

13 Transfers of Si per cent Treasury Loan. 2000 "Assented* may be 
lodged for registration m that form up to 25th July 1990. After that data, 
on tho lodgng of such transfers for registration the transferees wfl be 
registe red tw hqldere of the appropr ia te amounts of 9 per cent Conversion 
Stock .2000^*. Transfers o( S3 per cam Treasury Loan, 2000'Aasantad* 
lodged for registration or sent for cer t ifiuaUun ahouid be acc ompai ted by 
the Bank.of England’s acknowledgement of the receipt of the acceptance 
form or, if die acknowledgement has bee n lodged ninth an earlier trans f e r 
of the Loan, by the receipt issued tar that transfer. 


Ox} These exemptions do not entitle e person to ctorm repayment of tax 
deducted from Interest uritass the claim to such repayment is made 
within the time Emit provided for such claims under income tax law; 
under the provisions of the Taxes Management Act 1970, Section 
43(1). no such cla im wfl be outside this time knit if h is made within 
six years from the date on which the interest is payable. In addition, 
these ex e mptio ns do not apply so as to exclude the interest from any 
computation for taxation purposes of the profits of any trade or 
business carried on in the United Kingdom. Moreover, the afiowance 
of the exemptions is subject to the provisions of any Iaw. present or 
future, of die United Kingd om directed to preventing avoidance of 
taxation by persons domkded, resident or ordinarily resident m tho 
United Kingdom, and. in partiadar, the interest *s not exempt from 
income tax where, under any such p ro v is ion, it falls to be treated (or 
die purpose of the Income Tax Acts as income of any person resident 
or otd ina rBy resident«the Urwted Kingdom. 

Stock registered at the Bank of England held for tho account of mambors 
of the CGO Service is also transfer ab le, in muhipies of one pemy. by 
exempt transfer in accordance with the Stock Transfer Act 1982 and the 
relevant secon da ry legislation. 

19 ■ Additional copies of this notice, the particulars of 9 par cent 
Conversion Stock. 2000 and forms for the acceptance of tho conversion 

off er m a y be obtained at the Bank of England. New Change. London. EC4M 

9AA; at the Centr al Grf is Office. Bank of England. 1 Bank Btfldjnos. Pmces 
Street, London, EC2R 8EU, or at any of the Branches or Agencies of the 
Bank of England: at the Bank of Ireland. Moyne Buildings, 1st Root, 20 
Callender Street, Belfast, BT1 5BN; or at any office of The krtamotions) 
Stock Exchange in the United Kingdom. 

20 Member* of the CGO Service may obtain further guidance about the 
Brivtgemcnts set out above in relation to their accounts by contacting the 
Central Gfits Office. Bank of England. 

STOCKHOLDERS UNCERTAIN AS TO THE BEST COURSE TO FOLLOW 
SHOULD CONSULT THEIR STOCKBROKER. BANK MANAGER. 
SOLICITOR. ACCOUNTANT OR OTHER PROFESSIONAL ADVISOL^ 


Attention is drawn to the statement issued by Her Majettyx Treasury on 
2 9th M ay 1985 whrchexpbuned that, bi the imemi of tho orderly conduct 
of fiscal poficy, neither Her Majesty ’* Government nor the Bank of Emtiand 
or their respective servant* or agents undertake to disclose tax changes 
decided on but notyet announced, even wham they may speeffietify affect 
the terms on which, or the corxfiriom under which, the farther amount of 
9 par cent Conversion Stock, 2000 is issued or scrid by or on behalf of the 

Government orihe Bank; that no responsMsty can therefore be accepted 

for any onx a tion to make such disclosure; and that such omission shall 
nerther render any transaction liable to be sat aside nor gnre rtso to any 


BANK C7 ENGLAND 
LONDON 

2flth June 1990 


Phone cartel looking vulnerable 

Hugo Dixon on ways Oftel could end high-priced international calls 

, J n T|r tv ' three times costs for Interns- 

T HE international tele- twnal calls, the opportunities 

phone cartel ;is like a • ,.-.v .-.v ; -. - - for resellers are considerable, 

piece of fabric fraying : ; 4 ■ - - “■' According to a report nnh. 


T HE International tele¬ 
phone cartel'is like a 
piece of fabric fraying 
slightly at the edges. It may 
look sound, but if a loose 
strand is pulled vigorously it 
may unravel. 

The Office of Telecommuni¬ 
cations, the UK industry regu¬ 
lator, has launched an inquiry 
into the pricing of interna¬ 
tional telephone calls and may 
well lay its hands on jnst such 
a strand. 

The telephone companies' 
defence has been to stress the 
complexity of the arrange¬ 
ments that govern interna¬ 
tional tr affic and to argue that 
their hands are tied by deci¬ 
sions taken by foreign compa¬ 
nies and their governments. 

The cartel's practices are 
complex. At their heart is the 
accounting rates system, 
which determines how the rev¬ 
enue from international calls is 
split between the cartel's mem¬ 
bers and penalises any com¬ 
pany that cuts its prices. 

BT argues that, so long as 
accounting rates remain high. 
It cannot cut its prices and 
that, unless its counterparts 
abroad agree, it cannot cut 
accounting rates. Thus action 
within the UK would be point¬ 
less, the company argues. 

Yet Oftel's director general. 
Sir Bryan Carsberg, could start 
pulling on several potentially 
loose strands. 

• BT could be forced to cut 
prices on routes where 
accounting rates are already 
low. 

Immediate action could be 
taken on rails to the Republic 
of Ireland, where accounting 
rates are zero. This means that 
BT does not have to pay any¬ 
thing to Telecom Eireann for 
delivering rails to their desti¬ 
nation. 

Even so. a five-minute call 
from London to Dublin costs 
£1.92 at peak rate, almost three 
times as much as the 71p it 
costs to call Belfast. At cheap 
rate, the price of £1.27 is five 
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Sir Bryan Carsberg: inquiry due to end this summer 


times the Belfast rate of 25p. 
Prices for calls to the rest of 
Europe, where accounting 
rates are about a third of the 
level they are for interconti¬ 
nental routes, could also be 
cut. 

• Responsibility for negotia¬ 
ting accounting rates could be 
transferred from BT to Oftel. 

If the watchdog was in 
charge of negotiating account¬ 
ing rates BT would no longer 
be able to use this as an excuse 
for artificially high prices. As 
lower accounting rates were 
negotiated, price reductions 
could be made automatic. 

• BT could be forced to pub¬ 
lish details of its revenues and 
profits from international calls. 

If the company had to pub¬ 
lish such information, the pub¬ 
lic would be able to scrutinise 
whether it was earnin g exces¬ 
sive profits from international 
calls and doing enough to 
bring down its prices. 


• Restrictions on interna¬ 
tional private circuits - in 
particular a rule preventing 
companies from reselling spare 
capacity to third parties - 
could be abolished. 

Legalising "resale" would 
probably be the quickest way 
of introducing competition. 
New companies would not 
need to waste time building 
their own networks, but would 
simply lease bulk capacity 
from BT or Mercury and resell 
it to users. 

Initially, resale would be pos¬ 
sible only on the UK/US route 
because other countries con¬ 
tinue to maintain restrictions 
similar to Britain's banning 
this practice. But, if prices fell 
on the Important UK-US route, 
which is responsible for abbut 
lbu minutes of traffic a year, 
other countries would face 
pressure to follow suit. 

Because BT and Mercury 
charge their customers about 


Advertising faces cash cutbacks 


By Alice Rawsthom 

THE advertising industry 
seems set for a continued 
squeeze on expenditure this 
year as many of the largest UK 
advertisers anticipate further 
cuts in marketing budgets. 

A new study by Media 
Audits, a consultancy which 
monitors advertising expendi¬ 
ture, shows that many adver¬ 
tisers have already reduced 
their expenditure this year and 
plan further cuts. 

One in five of all the adver¬ 
tisers in the survey - which 
covered 58 companies account¬ 
ing for 18 per cent of all the 
money spent on television 
advertising - are cutting back. 
The scale of the cuts is surpris¬ 
ingly high. More than half of 


these companies expect to 
reduce this year's budgets by 
more than 50 per cent. 

However, Media Audits 
expects overall advertising 
expenditure to rise by 5 per 
cent - just below the rate of 
inflation - during the year. 

The mood of the advertising 
industry has become increas¬ 
ingly gloomy In recent months 
as agencies have struggled 
against budget cuts and rising 
costs in an increasingly unsta¬ 
ble environment. The impact of 
higher interest rates on con¬ 
sumer spending and corporate 
profits has forced companies to 
economise in areas such as 
advertising. 

Given that advertising is a 


highly leveraged industry - 
where staff represent a hefty 
proportion of overheads - 1 
many agencies have experi¬ 
enced severe financial prob¬ 
lems because of the downturn. 
Some agencies have already 
been forced to cut costs by 
shedding staff and closing 
poorly-performing subsidiaries. 

The weakness of the UK 
market has contributed to the 
problems of Saabchi & Saatchi, 
the international communica¬ 
tions company, which is strug¬ 
gling to stabilise its finances. 
Saatchi owns three of the larg¬ 
est London agencies. Mean¬ 
while some smaller agencies, 
including Yellowhammer, have 
fallen into losses. 


three times costs for Interna¬ 
tional calls, the opportunities 
for resellers are considerable. 

According to a report pub¬ 
lished by the London-based 
International Institute of Com¬ 
munications earlier this 
month, a reseller would pay BT 
the equivalent of 5c (2p) a min , 
ute for a circuit between the 
UK and the US, compared with 
the 99c a minute BT charges its 
customers for calls to the US. 

SCN, a small Connecticut 
company, is already position¬ 
ing itself to become a reseller, 
specialising in services for bro¬ 
kers and bond-dealers In the 
City of London and Wall 
Street 

Regulations will initially 
limit SCN to carrying data traf¬ 
fic. however. “It’s like running 
a taxi service but only being 
able to take passengers in the 
front seat” says Mr Greg 011- 
nyk, the company’s founder. 

• New companies could be 
licensed to compete with BT 
and Mercury on international 
routes. 

The current duopoly has not 
brought prices down because 
both companies know that a 
price war is not in their inter¬ 
ests. Since Mercury’s arrival, 
BTs international prices have 
increased by an average Of 17 
per cent 

Oftel will not form a view on 
whether new competitors 
should be licensed as part of its 
current investigation, w h ic h is 
due to be completed at the end 
of the summer. But the option 
will be examined later this 
year when the Government 
reviews the duopoly. 

Such a package of measures 
would not lead to the cartel 
unravelling overnight because 
of all the complexities that BT 
and Mercury point out Bat it 
would set prices-moving on a 
downward trend 

The global telecommunica¬ 
tions traffic boom. BC. Tavis¬ 
tock House South. Tanistock 
Square. London WCIH 9LF. 
$395. 

Heads call for 
combining of 
science courses 

STUDENTS preparing for 
GCSE exams should be taught 
combined sciences rather than 
the traditional separate sci¬ 
ences, two teachers' unions 
say. writes Norma Cohen, Edu¬ 
cation Correspondent. The 
National Association of Head 
Teachers and the Secondary 
Heads Association, say tbe 
study of inddvidnal sciences 
will not allow students to meet 
the targets in the national cur¬ 
riculum. The Skills Assess¬ 
ment and Education Council 
has proposed that under the 
national curriculum schools be 
advised to use a combined sci¬ 
ences approach, but may offer 
study In specific sciences. 


APPOINTMENTS 


Restructure 
at British 
Telecom 

■ Mr Bruce Bond is to become 
BRITISH TELECOM’S group 
products and services director, 
and has been appointed to the 
management board. He joined 
BT from US West last year, 
and is currently director of 
corporate strategy. Mr Bond 
leaves this post immediately 
to begin planning the 
integration of the present 
product and services groups 
into a new organisational 
structure planned to take effect 
from April next year. He will 
retain responsibility fora 
number of marketing issues. 

Corporate strategy is being 
merged with group strategic 
relations under Mr Richard 
Marriott who becomes 
director, corporate strategy. 

■ Mr Tim Goode, deputy head, 
has been promoted to head 

of treasury sales at MIDLAND 
MONTAGU, international and 
investment banking arm of 
Midland Group. He succeeds 
Mr Martin Jaskrl, who is 
leaving. 

■ Mr J. Burnett-Stuart has 
become a non executive 
director of CALEDONIA 
INVESTMEN TS. He was 
chairman or Robert Fleming 
Holdings. 

■ ROTHMANS 
INTERNATIONAL has 
appointed as non-executive 
directors the Marquess of 
Douro, deputy chairman of 
Guinness Mahon Holdings, 
and Mr Joseph Kanoui, 
chairman of Cartier Monde. 

■ HAWKER SIDDELEY 
GROUP has appointed Mr 
Duncan Lewis, director, 
strategic planning, as 
chairman of Hawker Siddeley 
International and its 
subsidiaries, and of Crompton 
Lighting and ILs subsidiaries. 

Mr Charles Brooks has been 
appointed managing director 
of ilawkcr Siddeley 
International, smreceding Mr 
Guy Checketts who has 
retired. 


■ Mr John Cowell has been 
appointed managing director 
of STANLEY GIBBONS 
AUCTIONS from July 23. He 
was director, philatelic 
department, Habsburg, 
Feldman, fine art auctioneers, 
Geneva. 

■ ADVANCED SCIENTIFIC 
INSTRUMENTATION has 
appointed Mr John Roberts, 
retired chierexecutive of 
Dunlop Aerospace Group, as 
a non-executive director. 

■ Mr Stuart H. Peel, general 
manager (aviation) and 
aviation underwriter, has been 
appointed to the board of THE 
ORION INSURANCE CO. a 
subsidiary of the 

National-Nedurlandcn 
International Insurance Group. 

■ F.T. EVERARD & SONS has 
appointed Mr J. Urquhart os 

a director. 

■ THE MITSUBISHI BANK, 
London branch, has appointed 
Mr Stephen Lyons as senior 
manager, aerospace finance, 
covering Europe, Middle East 
and Africa. 

Changes at 
Macfarlane 

■ Mr William Macklc is to 
become group managing 
director of MACFARLANE 
GROUP CLANSMAN. Glasgow, 
from January l. succeeding 
Sir Norman Macfarlane who 
will remain chairman. Mr 
Macklc is chief executive of 
the packaging division, and 
managing director of A. & w. 
Fullarton. Glasgow. Mr Gordon 
Lane, managing director of 
Abbott* Packaging, London, 
will become chief executive 

nr the packaging division, anti 
Mr Donald MacLeod, calcs 
director at Fullarton, is 
promoted to managing 
director. Mr Robert Martin, 
managing director of ACW, 
Aberdeen, has joined tlx* group 
board, and on January 1 will 
surcrcriMr Charles 
Cralckshaok as chief executive 
of the plastic moulding 
division. Mr Cruidtshunk will 
remain chairman of Daniel 
Montgomery & Son, and will 
continue as group deputy 
rliairman. 


NEW 

INTEREST RATES 


Increased 
by L K« 
Monthly 


PERSONAL 

LENDING 


Interest 
Rate % 
Monthly 


With effect from 2ndjuly 1990 


0.08 


0.10 


FIcxiLoan Account 

Orchard 

Overdraft 

Vector 


2.08 


2.00 




0.20 Overdraft £250 - £1,000 j 2J30 


MIDLAND 

The Listening Bank 


MIDLAND BANK rlc. 37 POULTRY. LONDON F.C.2V 
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The original. The Museum of Modern Art 
New York, accepts 1959 the watch dial 
design in its permanent collection. 


MOVADO CRENCHEN, SWrnSERLANp 
UK Telephone 0494 431598 
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Museum has designs on growing audience 


Alice Rawsthorn on Terence Conran’s creation 
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MR-BOUGLA5 HURD; the 
Foresn Secretary; and Mr 
JbfcfcMitfor, - the Chancellor, 
da joint initiative 
to promote the- Governments 
approach towards European 

* jnte raMcm ag - hoivig flmilv in 

'■ ihQ'xantre grou^crSrittish 


I -The ■’in itiatlyB comes : amid 
~ grow ing concern -among Con¬ 
servatives Westminster ~that. 
. the European issue-risks split- 
"ti^theparty fct-the run-up to 
. ti ffljeg t general election: 

. > ; Farty leadere fear that the 
jffpsstres from Britain's Euro¬ 
pean partners for. economic 

. ana ■ monetary • iminn and-for 
signiflcant steps towards politi¬ 
cal-union could provoke bitter 
■ . i nfighting between Tory "feder- 
- ansts . . and those jefarofacd to 

. defend British "sovereignty.'’ . 

In iL speech at the weekend 
Mr ' Hnrd castigated both 
groups as "the regiments of 
absolutists.“- The - former 
:- r bdlleved that everything 
Mjshoutd. be. "harmonised, - cen- 
• tealised and. fedaralised," while 
' . the .latter treated “the symbols 


of sovereignty as more impor¬ 
tant than the reality.” 

Mr Hurd, who had co-ordi¬ 
nated his- remarks in advance 
with Mr Major, tnrfsted that 
the “huge majority" of Conser¬ 
vatives could find a common 
terrain on which to pitch the 
parly's European policy. 

. That meant advocating not a 
“stick-in-the-mud Community" 
but rather one "steadily work¬ 
ing to In tensify co-operation on 
issues where common action 
will help'our citizens.” .He 
included in that strategy what 
he termed the- -Chancellor’s 

practical way forward to EMU, 
and the series of measures that 
the Government has proposed 
to strengthen political co-op¬ 
eration *mr>ng the 12 . 

The Foreign Secretary 
repeated the Government's 
opposition to the rapid, move 
towards a single currency and 
central bank proposed in the 
Community’s Delors report. 
But, in tones distinctly more 
positive than those employed 
by Mrs Margaret Thatcher, he 
insisted the British plan 


“does not rule oat a single cur¬ 
rency in the longer term.” 

That sentiment - appar¬ 
ently at odds with the Prime 
Minister’s insistence that there 
is no prospect of abolishing 
national currencies in the next 
15 or 20 years, may be repeated 
by Mr Major on Friday. 

The Chancellor is expected 
to use a speech in Wales to 
reinforce Mr Hurd’s message 
that his plan for a European 
Monetary Fund and for a com¬ 
mon currency based on a 
“hard" European Currency 
Unit was not a “delaying or 
diversionary tactic." 

Colleagues of the two senior 
ministers say that their 
approach will be to stress the 
positive nature of Britain’s 
stance. The colleagues 
acknowledge that there has 
been some friction between 
them and the Prime Minister. 
But they insist that while Mr 
Major and Mr Hurd are keen to 
dispel scepticism about the 
Government’s intentions, there 
is no question of an “ultima¬ 
tum” to Mrs Thatcher. 
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FT-SE 100 under fire following 
charges of market manipulation 



jF m _ As" ■ ■ ■ ■■ 

■ ; .>?■■■ s ; 


f. :Vf 






BjHfUchard Waterai -and Deborah Hargreaves 


THERE WERE calls yesterday 
for a change in the way the 
benchmark stock . market 
-mSex, the FT-SE 100, is calcu¬ 
lated, following the allegations 
of market manipulation during 
a chaotic stock market session 
on Friday. 

. The uphbavai occurred on 
Friday morning at the time the 
FT-SE 100 was-befog set.-The 
calcula t i on was being carried 
out ~tp provide a value for 
FT-SE futures and options con¬ 
tracts which expired an Friday. 

This FX-SE level is. used4o. 
work out whether traders in 
thefotures market have loss¬ 
making or winning, positions 
before the contracts cease to 
exist. The index is therefore 
important to traders,, many of 
whom also act as equity mar¬ 
ket makers and so are In a 
position to infiTiwirw the index 
■by altering their prices. 

\ Pressure is now mounting 
for the method of siting .the 
FT-SE to be changed, baaing it 
cm tbe price at which deals are 

_•_ « - _ " m Z _ a_"_ 
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British Steel 


actually carried out, rather 
than mi the prices quoted by 
market makers. This would 
prevent market makers from 
altering their prices temporar¬ 
ily to iTiflnannfl the FT-SE with¬ 
out actoally'dealing at the new 
prices - something they could 
do at the moment by simply 
refusing to answer their tele- 


For half an hour on Friday 
morning .many of the stocks in 
the. FT-SE 100 index were being 
bid for at levels above the sell- 
ingprice&some market makers 
were . quoting on the 
exchange’s price quotation sys¬ 
tem. This so-called "backwar¬ 
dation” is the reverse of the 
usual market situation, under 
which mar ket makers are not 
prepared to buy shares for 
more than they could resell 


It led to numerous com¬ 
plaints to the Stock Exchange 
from traders that market mak¬ 
ers were not answering their 
telephones when they tried to 


deal at the quoted prices. 

Criticism was levelled at 
Goldman Sachs, which was 
bidding up prices aggressively 
as the FT-SE was calculated 
between llJfl and 1L20. Bar¬ 
clays de Zoete Wedd, which 
took the opposite tack, was 
also criticised. Both firms 
denied the charges against 
their market makers. 

The houses have won at 
least some support in the City. 
"They were making real 
prices,” said a rival house, 
which said it was aware of a 
number of institutions that 
bad been able to deal at the 
quoted prices. 

The Stock Exchange is hold¬ 
ing an investigation into the 
highly unusual situation and 
expects to interview traders 
early this week. 

It will also gYflTnine details 
of the quotes put out by mar¬ 
ket makers on Friday morning 
and compare these with the 
prices at which deals were 
actually carried out 



Helen Sees: determined the Design Mnggrrm should be 
populist and have clear ideas for the future 


Gould says Tories are 
confused over poll tax 


Lazard leads as adviser 
on bids worth £3.2bn 


directors;' pay 
rises by 78% 


SQE Robert Schdley, chairman 
. of British Steed, received a 79. 
per cent pay increase to 
£308,751 in 1988-90, the com¬ 
pany’s first foil financial year 
m the private sector, according 
to its annua] report 
Other, directors, including 
parttime non-executive direc¬ 
tors, received similar percent¬ 
age increases. British Steel 
spent £L74m on directors' pay 
last year, a 78 per cent increase 
on the previous year. Mr Mar¬ 
tin- Uowarch, chief executive, 
saw his salary rise from just 
over £130,000 to between 
£240,000 and £245,000 in 1989m 
. British Steel’s pre-tax profits 
rose by 34 per cent to £733m. 
The company said the salary 
increases reflected the its pol¬ 
icy-of bringing the pay of 
senior executives into line with 
the private sector. 

Privacy within limits 

CONTROLS on the press 
should be aimed at protecting 
the privacy of private persons 
- not politicians or others in 
public' life, Mr Roy Hattersley, 
Labour's deputy leader, said 


By Nildd Tail 

■LAZARD BROTHERS has 
cemented its position as the 
most active leading adviser on 
takeover bids for UK compa¬ 
nies during 1990, while S.G. 
Warburg was the leader on 
bids for companies both in the 
UK and other countries. 

The level of corporate activ¬ 
ity fell sharply in the first half 
of the year, according to the 
latest rankings published by 
FT. Mergers & Acquisitions 
International, reflecting the 
sluggish stock market and 
uncertain economic climate. 

Lazard acted on 26 transac- 
tions with a value of £8-2bu in 
the six months to the end of 
June. Thfa easily surpassed J 
Henry Schroder Wage, which 
handled 28 deals worth £2.6hn 
in aggregate, and Warburg, 
with 14 transactions valued at 
£2£bn. Baring Brothers was in 
fourth place with 13 deals 
worth £24bn. 

The rankings altered rela¬ 
tively little from the first quar¬ 
ter of the year: when Lazard 
also led the list and Schroder, 
Warburg, and Baring jostled 
for the next three slots. In 
terms of bids for publicly 
quoted companies only (see 


table) the rankings of the four 
leaders also remain 
unchanged. 

However, the picture does 
change once bids for UK com¬ 
panies are combined with bids 
by British companies abroad. 
Warburg then takes up the 
running, having advised on 17 
deals worth £4bn. This total 
outstripped that of its nearest 
rival, Schroder, which handled 
43 transactions, worth only 
£3.4hn. 

The figures demonstrate 
dearly the recent slowdown in 
bid activity among publicly- 
quoted companies. 

Lazard gained its top-rank¬ 
ing position in the table for 
deals involving UK quoted 
companies by advising on 
transactions with an aggregate 
value of £L5bn. 

This is less than a quarter of 
the £6.1bn boasted by Schroder 
when it led at the same stage 
last year. 

A variety of factors have 
been blamed for the shimp in 
bid activity, including the high 
cost of borrowing, the reluc¬ 
tance of banks to back highly 
leveraged transactions and the 
volatile equity market. 


By Ralph Atkins 

MR CHRIS FATTEN, the 
Environment Secretary, will 
meet local authority represen¬ 
tatives from all parties later 
this week as the Cabinet com¬ 
mittee review of the commu¬ 
nity charge continues. 

Labour yesterday taunted 
the Government by publis hing 
what it said was a “catalogue 
of confusion” among Conserva¬ 
tives backbenchers and minis¬ 
ters over reforms to the poll 
tax system. 

Mr Bryan Gould, shadow 
■ Environment Secretary, said: 
“Every Conservative seems to 
have their own pet idea on how 
to reform the poll tax. Most are 
contradictory - and hardly 
any seem in line with what the 
Prime Minister wants.” 

At the Consultative Commit¬ 
tee on Local Government 
Finance on Thursday, Mr Fat¬ 
ten will chair discussions 
between local authority repre¬ 
sentatives and government 
departments. The yearly meet¬ 
ing proceeds the announce¬ 
ment of Revenue Support 
Grant figures for the following 
financial year. 

It comes as a committee of 
Cabinet ministers seeks modifi¬ 
cations to the community 


charge which will restrict 
increases in bills next year. 
The Government is anxious 
that extra resources given to 
councils should not be allowed 
to feed through into excessive 
spending. 

Although new legislation to 
increase its charge-capping 
powers has been ruled out, Mr 
Michael Portillo, Local Govern¬ 
ment Minister, indicated on 
Friday that the Government 
might take a harder line next 
year in capping high-spending 
local authorities. 

Tory local councillors are 
believed to have told ministers 
that, to avoid substantial 
increases in poll tax bills from 
the average of £363 this year, a 
further £4bn would be needed 
in Treasury grant. 

Labour is expected to outline 
its proposals for replacing the 
community charge once the 
Cabinet review is completed. 
At present the party Is consid¬ 
ering a number of alternative 
schemes for a tax based on the 
value of properties and related 
to people's ability to pay. Party 
Officials yesterday denied there 
was internal confusion about 
its plans, They said various 
options were being refined. 


BR likely to show sharp 
drop in operating profits 

By Richard Tomkins, Transport Correspondent 


In a speech following in the 
wake of Calcutt report on the 
'press, Mr Hattersley also said 
the empire of Mr Rupert 

Murdoch should be split up, 
saying "It is intolerable far one 
man to print a third of all the 
newspapers which are 


FT M&A League Table 
First half 1990” 


; USM appeal wanes 

-THE entrepreneurs of the eariy 
1990s prefer to sell their compa- 

■ nk or to apply for a foil Stock 

Exchange listing rather than to 
gb public on the Unlisted Secu- 

- Market (USM), the tradi- 

- tfamal forum for small compa¬ 
nies, according to a survey of 
en tre p reneurs by Baker Tilly, 

■ accountants, and The USM 

- Mfl ggying. 

. It found that only one in 
eight were ■ considering ftota- 
. -ties on the USM. 


THE BBC plans to sue British 
-Satellite Broadcasting oyer 
what it regards as the satellite 
channel^ unauth o rised use of 
World Cup television pictures. 
•: Hie decision follows the Cor- 
potation’s failure to get an 
injunction on Friday to stop 
BSB (a company in which 
Pearson, publisher of the 
Financial Tunes, has a signifi¬ 
cant stake) transmitting pic¬ 
tures- of the Ireland-Italy and 

Englami-Cameroon matches. 


Adviser (1989 position) 


1. Lazard Brothers (2) 

2. Schroder Wagg (8) 

3. S.G. Warburg (1) 

4. Baring Brothers (IS) 

5. N.M.Rothsehild (11) 

6. Harnbro Mahan {-} 

7. Hambros (5) 

&-Barclays de Zoete Wedd (17) 

9. Samuel Montagu (14) 

10. Hill Samuel ’(-) 


Value of bids Em 


1472 

1254 


Number 


926 

816 


601 

447 

442 

376 



BRITISH RAIL is expected this 
week to disclose a sharp down¬ 
turn in ope rating profits after 
four buoyant years. It is about 
to announce its results for the 
year to March 1990. 

The figures will have been 
hit by the economic downturn 
which has cut consumer spend¬ 
ing on leisure travel and flat¬ 
tened the sharply rising trend 
in commuter journe ys . 

The results will also have 
suffered from the series of 
eight one-day strikes by the 
rail unions last summer which 
are estimated to have cost BR 
about £80m In revenue. 

In the four years to 1989 BR 
achieved a significant turn- 
round in its financial perfor¬ 
mance. It turned an operating 
loss of £23L6m for the year to 
March 1985 into an operating 
surplus of £l07m for the year 
to March 1988. 

The 1989 profit, however, 


seems likely to have been 
badly hit, if not completely 
wiped out, by the combined 
effects of the strike and 
adverse economic factors. 

BR may still show an overall 
surplus for the year because of 
the profits it makes on prop¬ 
erty sales. These helped take 
the overall 1989 figure up to 
£304m from £29lm the year 
before. 

But the downturn in its oper¬ 
ating performance will inhibit 
plans to eliminate Government 
subsidies to Network South- 
East, believed to have been one 
of the worst hit sectors, after 
the end of the year to March 
1992. 

At present Network South- 
East is one of only two busi¬ 
ness sectors within BR still 
receiving a Government sub¬ 
sidy. It received £141m in the 
year to 1989, while the Provin¬ 
cial sector received £408m. 


Farming industry subdued by falling sales 


By David Richardson 

THE MOOD in the forming 
industry is subdued as it gath¬ 
ers today for the opening erf the 
Royal Agricultural Show at 
Stonelelgh, in Warwickshire, 

. against a background of fefiing 
form machinery sales and 
depressed demand. 

Several sizeable companies 
have withdrawn from the show 
since last year. In all, 27 exhibi¬ 
tors, mainly from the tradi¬ 
tional agricultural market, 
have decided not to participate. 

However, almost 120 small, 
specialist companies have 
come to the show for the first 
time. These new exhibitors are 
concentrated in the "esoteric” 
section of the showground 
devoted to specialised forming. 
They are' involved with the 
new enterprises, such as wild 


boar, Hamas, snails and cray¬ 
fish, which are becoming 
increasingly popular. 

While these areas are 
expanding, the mainstream 
market continues to suffer. 
Tractor sates, usually regarded 
as a reliable barometer of the 
health of the industry, fell by 
alTnnat 3 per cent in the first 
six months of this year. How¬ 
ever, the market varied from 
region to region. Tractor sales 
rose by 23 per cent in the east 
of England but fell by 20 per 
cent in the west 

A new study, sponsored by 
Id in the UK, su g ge s t s that 
the European Community's 
cereal production will be sig¬ 
nificantly lower than expected 
this year at about 182.5m 
tonnes. 


The study has been released 
to coincide with today’s nfnriai 
opening of the Royal Show by 
Sir Robin Leigh-Pemberton, 
governor of the Bank of 
England. 

The study, conducted by the 
Centre for European Agricul¬ 
tural Studies at Wye College 
and Institut de Gestion Inter¬ 
nationale Agn>Alimentaire in 
Paris, also reveals that UK 
fanners are stQl at a disadvan¬ 
tage compared with their West 
German counterparts. This is 
in spite of the recent devalua¬ 
tion of the Green Pound which 
will raise UK form prices. 

The main reason for the dis¬ 
crepancy is the different rate of 
inflation in the two countries. 

West German inflation is 
currently running at 2.6 per 


cent and overall returns to 
formers are expected to rise by 
6.4 per cent Returns are profits 
after inflation is accounted for. 
By contrast inflation in the UK 
is at 9.5 per cent against an 
expected rise in farmers' 
returns of only 5.9 per cent 
The study also suggests that 
the permanent loss of land to 
roads, building and amenities 
in West Germany, France, Italy 
and the UK, exceeds the area 
taken out of production by the 
European Commission’s set 
aside programme by a factor of 
four. The report says the pro¬ 
gramme has taken 442 hectares 
out of production for five years 
whereas permanent land loss 
in the four countries surveyed 
is 1,766 hectares over the same 
period. 


I T IS a year since the 
Design Museum opened to 
the public as the first 
museum in the world devoted 
entirely to industrial design. 

The first year has been 
eventful The museum lost its 
chief executive after less than 
two months amid a blaze of 
rumours about mutinous staff 
and fe nding trustees. A few 
months later it lost its director. 

The first few exhibitions 
were slammed by the art crit¬ 
ics who seemed rather sniffy 
about an institution calling 
itself a museum when it was 
filled with cameras and cars. 
Then there was a furore when 
the graphic design section, 
sponsored by Perrier, showed 
an exhibition of Perrier adver¬ 
tising. 

After all the fuss, the 
museum is surprisingly serene 
and quietly successful. Ms 
Helen Rees, who was curator 
at the time of the opening and 
became director last autumn, 
is a for less flamboyant figure 
than Mr Stephen Bayley, the 
original chief executive. The 
mood of the museum reflects 
her influence. 

The attendance figures are 
healthily ahead of expecta¬ 
tions. At a time when corpo¬ 
rate profits are under pressure 
and many institutions are 
struggling to find finance, the 
Design Museum’s funding is 
secure for the next two years. 

The museum is the creation 
of the Conran Foundation, a 
charitable trust founded by Sir 
Terence Conran, who wanted 
to raise public awareness of 
industrial design. Mr Conran 
recently resigned as chairman 
of the Storehouse retail group. 

It was intended to be an 
accessible place for people who 
were not necessarily interested 


Couriers fail 
to deliver a 
good service 

By Paul Abrahams 

THE ANNUAL survey of the 
UK’s express parcel couriers 
by Commercial Motor maga¬ 
zine showed that they offered 
the worst service for seven 


in design. The centre of the 
museum is the permanent cot 
lection of 400 mass-manufac¬ 
tured objects, containing 
everything from furniture to a 
food processor, from all over 
the winld. There is the section 
featuring products which have 
not yet come on to the market 
Then there are temporary exhi¬ 
bitions which. In the first year, 
included French design and 
sport 

Originally the museum 
aimed to attract 150,000 people 
in its first year and to increase 
attendance steadily to 500,000 
by its fifth year. By the end of 
the first year it is just ahead of 
target with 155,000 paying visi¬ 
tors, 2,000 members and 15,000 
school children and students. 

The response from schools 
and colleges has been over¬ 
whelming. 

The museum has been bom¬ 
barded with visits from every 
part of the educational spec¬ 
trum, from primary school 
children, who like to play with 
the exhibits, to GCSE and art 
school students. At one stage 
the staff could not cope and it 
was forced to call a temporary 
halt to school visits. 

Ms Rees says the only disap¬ 
pointment is that so many of 
the paying visitors, about half, 
are associated with design or 
advertising. She is determined 
that the museum should be “a 
populist place, not somewhere 
for the cognoscenti.” 

Healthy attendance has 
helped to secure more money. 
The Conran Foundation pro¬ 
vided £7m to pay for the build¬ 
ing, a converted 1950s ware¬ 
house by Tower Bridge on the 
south hank of the Thames, in 
London. It also gave a £150,000 
covenant to the museum cover¬ 
ing its first five years. 


The museum has to find the 
rest of its money elsewhere. 
The r unning costs in the first 
year were £1.8m, which was 
just over budget, said Ms Rees, 
“but not so for that anyone 
who knew anything about 
money held up their hands in 
horror." It receives £500,000 a 
year from corporate sponsors, 
such as Courtaulds, Unilever 
and British Telecom, and 
£500,000 from tickets, cata¬ 
logues and bar receipts. 

At the time of the opening, 
the museum had raised enough 
money to cover the next 18 
months. It is now covered for 
the next two years. Fiat 
recently committed £ 100 , 000 -a- 
year for five years. However, 
funding may be harder to find 
in the future given the uncer¬ 
tain outlook for the economy. 

The only cloud over the 
museum is the response from 
the critics. As Ms Rees said, 
part of the problem is that 
exhibition reviews tend to be 
written by art critics who are 
well versed in paintings and 
sculpture, but not necessarily 
in design. 

She is anxious to avoid a rep¬ 
etition of the controversy over 
the Perrier exhibition. In 
future exhibitions will not to 
be linked to individual compa¬ 
nies. One exception will be a 
long-planned show next year 
on the designers and craftsmen 
who worked with Alfa Romeo. 

At the start of its second 
year the museum is suffi¬ 
ciently confident to stage more 
ambitious shows and events. 
“We have a clearer idea of 
what we can do and how far 
we can go.” said Ms Rees. 

The next exhibition. Graphic 
Design in America, which 
opens early next month, will 
be its biggest show yet. 


Power generators are 
switching to oil use 

By David Thomas and Steven Butler 


Two companies were late. 
One charged high prices and 
another damaged the goods. 
Two did not answer the phone. 

The companies were asked 
to take a parcel from Ashbur¬ 
ton in Devon to Mallaig in the 
Scotland in two days. 

Of the 15 companies con¬ 
tacted, five - including DHL, 
one of the largest couriers - 
refused the commission. They 
said they could not meet the 
deadline. One company, Ace 
for Pace, wanted a fee of £310 
for the job. 

Those which accepted the 
commission were not very suc¬ 
cessful. TNT foiled to collect 
the package. Federal Express’ 
parcel arrived four days late, 
in spite of carrying a sticker 
proclaiming “two-day delivery 
guaranteed.” When the parcel 
arrived it had a hole in it. Par- 
celine’s package was even 
later. The survey concluded 
City link. Interlink and Date- 
post provided the best service. 

On a route between Win¬ 
chester, Hampshire and Valen¬ 
cia in Spain, the couriers 
proved more effective, 
although one thought Valencia 
was in Italy. Prices ranged 
from £170 to £19. DHL, which 
charged £31 and took 26 
hours, was judged the most 
effective. 


A SHARP rise in heavy fuel oil 
consumption in the last two 
months - to levels not seen 
since the coal miners’ strike 
six years ago - is one of the 
first signs that competition is 
lairing hold in the UK electric¬ 
ity industry. 

National Power and Power- 
Gen, the two generating com¬ 
panies heading for privatisa¬ 
tion, have substantially 
increased their use of oil for 
electricity generation in recent 
months as prices for high sul¬ 
phur heavy fuel oil have fallen 
steeply. 

PowerGen is understood to 
have been the first of the two 
generators to have increased 
its oil burning substantially. 
National Power felt obliged to 
follow suit as soon as it real¬ 
ised what its new competitor 
was doing. 

Suppliers to the industry say 
the interfuel market has now 
become highly competitive, 
with the generators making 
keen fuel purchase decisions 
on the basis of weekly bids put 
in by suppliers. They say the 
former Central Electricity Gen¬ 
erating Board was relatively 
insensitive to interfile! price 
movements and retied more 
heavily on supplies from Brit¬ 
ish CoaL 

Use of oil for generating elec¬ 
tricity throughout the UK 
jumped by 75 per cent to 45m 
tonnes of coal equivalent in 
the first four months of this 
year, according to latest fig¬ 
ures from the Department of 
Energy. However, industry spe¬ 


cialists say that oil consump¬ 
tion may have risen again in 
the past two months by 
another 500,000 tonnes a month 
of coal equivalent, or by 
roughly 250,000 tonnes of oil a 
month. This is the period 
which has seen the steepest 
price foils. 

Current oil consumption rep¬ 
resents only about a quarter of 
the oil burning capacity of the 
industry, and could foil rapidly 
if fuel oil prices rise substan¬ 
tially. Initial forays into the 
market by the power compa¬ 
nies were said to have driven 
up prices sharply- The compa¬ 
nies have since learned how to 
buy in supplies without unduly 
influencing the market. 

Ironically, neither of the two 
generators is likely to be able 
to continue maximum oil burn¬ 
ing throughout the summer, 
even if oil prices stay low. This 
is because they are obliged to 
take 70m tonnes of coal from 
British Coal this year under 
the three-year coal contract 
signed as part of the prepara¬ 
tions for electricity privatisa¬ 
tion. 

The generators’ commitment 
under the coal contract means 
that they might have to 
increase coal stocks beyond 
optimum levels if they contin¬ 
ued burning oil “If we dig our¬ 
selves too deeply into the oil 
spot market, we will just build 
up coal stocks,” one generator 
said. 

PowerGen is understood to 
be using almost as much oil as 
it can. 


Our new offices embody the 
philosophy that has shaped our business 
for almost four decades. 
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The future for Carl Zeiss Jena 


Reuniting a corporate symbol 
of German division 

David Goodhart assesses the likely steps by which the two rivals will be brought 
together as one optics and precision equipment products group 


C arl Zeiss Jena - those 
three words, a world' 
wide mark of quality 
in optics and preci¬ 
sion instruments, represent 
one of East Germany’s few real 
corporate assets. And. as for so 
much else of value in East Ger¬ 
many, today's economic union 
presents both the threat of 
annexation and the hope of the 
future. 

The Carl Zeiss optics com¬ 
pany, founded in Jena in 1846, 
and split into a West German 
and East German half after 
1945, has long been the corpo¬ 
rate symbol of German divi¬ 
sion. It now stands for the 
mixed feelings of reunion, par¬ 
ticularly on the East German 
side. 

The West German Carl Zeiss, 
planted in Oberkochen by the 
Americans in 1945, produces 
very much the same things as 
its East German “parent": bin¬ 
oculars, telescopes, micro¬ 
scopes. The western Zeiss, 
combined with the Schott Glas- 
swerke Mainz, has sales of 
about DM4.4bn and employs 
32,000 people. 

ft is more efficient and more 
specialised than its eastern 
brother-cum-rival and is way 
ahead in Integrating optics and 
electronics. But the eastern 
Carl Zeiss Jena, which also 
includes its own glass pro¬ 
ducer, is no slouch. It has an 
unchallenged monopoly for its 
products in the East Bloc but 
has also competed effectively 
in the West, against Carl Zeiss 
Oberkochen among others. 

As a flag-ship Kombinat 
(conglomerate) it has expanded 
to include several peripheral 
sectors, such as defence elec¬ 
tronics and micro-electronic 
research, and its 60,000 work¬ 
ers produced sales of 5.2bn 
East Marks last year, 65 per 
cent from export 
But now its days as a Com¬ 
munist flagship are over and, 
as Edgar Riedel, finance direc¬ 
tor, explains, it must return to 
its core in optical products. It 
must also come to terms with a 
subordinate role to Carl Zeiss 
Oberkochen in a re-united 
Zeiss, something which even 
those Jena managers who are 


genuinely happy about 
national re-unification will 
hard to swallow. 

Before the corporate reunifi¬ 
cation Carl Zeiss Jena hopes to 
make some headway in catch¬ 
ing up with Carl Zeiss Oberko¬ 
chen. Its strategy - worked out 
with the help of Arthur Ander¬ 
sen, Boston Consulting, Salo¬ 
mon Brothers and Dresdner 
Rank ■ is to sell or close down 
the camera making subsidiary 
Pentacon, the micro-electronics 
research centre in Dresden 
(where the East German I 
mega-bit chip was developed) 
and the Hochvakuum group 
also in Dresden. 

Also for sale is the defence 
electronics business in Gera, 
which is part of the core Carl 
Zeiss Jena business. Zeiss Jena 
moved into defence electronics 
at the request of the East Ger¬ 
man Government and In 1961 
completed work on the Kepler- 
strasse plant which last year 
still employed 3,000 people 
producing sales of about 350m 
East Marks - mainly missile 
guidance systems. 

T hanks to the end of the cold 
war Keplerstrasse suddenly 
finds itself in a fix. Defence 
contracts from Warsaw Pact 
countries have been cancelled 
and although the company 


is 


desperately trying to convert 
to civilian production (it 
should generate sales of 30m 
East Marks this year from 
medical technology) overall 
sales will fell below 300m East 
Marks this year and virtually 
dry up next year. 

The plant is well-organised 
and equipped with plenty of 
high quality machinery, much 
bought from the West (even 
from Carl Zeiss Oberkochen). 

Keplerstrasse also has a 
brand new sister plant the 
other side of town in Gera-Bie- 
biach. Pressure of demand in 
the mid-1980s prompted the 
decision to expand, but the Bte* 
blach site which now stands 
empty. 

Salomon Brothers is doing 
its best to sell the two plants - 
together or separately - and 
has already contacted about 20 
West German companies and 
50 companies from other west¬ 
ern countries. 

Dieter Neuhold, head of the 
Gera defence electronics com¬ 
pany, talks excitedly about 
raising sales in medical tech¬ 
nology to 100m East Marks a 
year but adds that if no part¬ 
ner or acquiror is found within 
six months things will start to 
look bleak. 

The biggest problem in sell¬ 


ing Gera is that it brings with 
it debts of about DM250m, 
roughly one-third of the whole 
Zeiss Jena debt. Neuhold 
admits: "Nobody will be inter¬ 
ested in ns unless we can deal 
with the debt problem." How¬ 
ever it now seems the govern¬ 
ment will take over a large 
part of of Gera's and other East 
German defence companies' 
debt. 

Gera still has a second prob¬ 
lem. Government officials in 
Bonn say that the Soviet Union 
has expressed an interest in 
repatriating some of Zeiss 
Jena’s most sophisticated tech¬ 
nology, especially in defence. 
There is a dear logic from the 
Soviet point of view; their 
orders have kept large parts of 
Zeiss Jena ticking over, and 
they do not want to lose out 
technologically from German 
re-unification. 

Neuhold says that Rainer 
Eppelmann. the East German 
Defence Minister, has discov¬ 
ered no such interest on the 
Soviet side.He also insists that 
there is nothing specially 
sophisticated about the Gera 
missile guidance products 
which are in any case made 
under licence from Soviet 
designs. Above all he wants to 
dispel the notion that East Ger- 



A Space master planetarium (Ml) built tor tho Botglaa town of Genfc, and lanaaa being prepared tor Zeiss binoculars 


many and the Soviet Union 
had a completely non-commer¬ 
cial relationship: "We used to 
argue over every contract," he 
insists. 

But even if Zeiss Jena can 
sell Gera it is still not clear 
whether the proceeds would 
stay in Jena or return to the 
Treuhandanstalt, the trust 
body in East Berlin which 
owns all of East German indus¬ 
try and desperately needs cash 
to help out companies with 
pressing liquidity problems. 

The Zeiss Jena managers are 
confident that the trust will be 
satisfied with the proceeds 
from the sale of their other 
subsidiaries and that the Gera 
cash can be kept to pay for the 
new investment 

RiedeL the finance director, 
admits that average productiv¬ 
ity is perhaps half that of the 


West and that 20 to 30 per cent 
of workers will have to go even 
in the core Jena business, 
which dominates the small 
Thuringian town. The home 
market will shrink rapidly but 
Zeiss Jena hopes to bold on to 
some of its "classical" optics 
market 

Fat profit margins, common¬ 
place In the export business, 
they will soon disappear as will 
the Government money to sup¬ 
port the export of cameras. 

On the positive side the com¬ 
pany's 8,000 scientists can now 
develop projects with col¬ 
leagues in the West and will 
not have their production pri¬ 
orities determined by the East 
Bloc. 

Riedel expects losses for at 
least a couple of years and 
sales of about DM2.5bn next 
year. 


Nobody doubts that within 
four years its products will be 
integrated with Zeiss Oberko¬ 
chen with ownership in the 
hands of one Zeiss Foundation, 
as a recent agreement between 
the two companies laid down. 
But the Industrial, legal and 
wwnHnnai problems associated 
with the merger are almost as 
ilex as German unification 



Ever since the Zeiss's 
divided there has been furious 
dispute about two things: 
which Zeiss is the rightful rep¬ 
resentative of the original 
Foundation which owned the 
company, and who has the 
right to use the trade-mark. 

The latter dispute was partly 
solved by the "London Agree¬ 
ment" in 1971 in which the 
world was divided up into 
those countries where Zeiss 
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ow much are East German 
firms worth? The trust body 
which owns East German 
(GDR) industry says the collective 
corporate worth of the country 
(according to West German account¬ 
ing methods) is about DMBOObn. 
Using GDR accounting methods and 
East Marks the figure is about 
1.800bn. 

But many of the accounting firms 
currently struggling to convert GDR 
balance sheets into West German 
form (and currency) are coming up 
with a real, i.e. West German, valua¬ 
tion of rather less than one third of 
the GDR figure. 

Most accountants (predominantly 
from the West as the GDR has only a 
few dozen) are first of all drawing up 
new balance sheets using West Ger¬ 
man standards bat leaving valuations 
in East Marks. 

The main conversion problems are 


The quest for a consensus on value 


uncertainty over the value of fixed 
assets, such as property, and the 
straightforward over-valuation of 
GDR assets. The GDR did not have a 
proper system of depredation, let 
alone accelerated depreciation, and 
thus buildings and machines sit on 
the books many times above real 
worth. 

The average machine is worth less 
than half its stated value and some, 
particularly computers, have no mar¬ 
ket value at all. In addition the 
exceptional over-valuation of 
machines that were bought using 
hard currency has to be eliminated. 
Current assets also most be devalued. 

With liab ilities the main problem 
is nairaiaHitp the commitments that 
pension reserves have to carry and 


deciding which debts have to be 
repaid and which can be forgotten. 

If after this revaluation there is 
still a positive value it then has to be 
converted into D-Marks. The conver¬ 
sion rate for most debt is fixed at 2 to 
1 but for everything else it remains 
uncertain. 

To coincide with the conversion of 
the GDR’s 8,000 companies into pub¬ 
lic limited aid limited form (AGs and 
GMBRs) all of them have to present 
'opening balances" in D-Marks by the 
end of October. These balances must 
then be checked by independent audi¬ 
tors (and by the trust body) and 
passed by December. 

Enormous uncertainty still sur¬ 
rounds the balance sheet conversion. 
Carl Zeiss J ena , which has Peat Mar¬ 


wick working on a valuation of the 
Gera-based defence electronics sub¬ 
sidiary It is hoping to sell, doe not 
yet know whether it will be able to 
write-off the DM250m of debt that the 
subsidiary is carrying. And one West 
German consultant says that a GDR 
company he is helping has had two 
valuations, one of minus DM50m and 
another of pins DMZBQm. 

But reasonably trustworthy valua¬ 
tions remain vital for several rea¬ 
sons. Banks are unlikely to lend if 
they have no idea of what, if any, 
security they are lending against. 
Companies wishing to sell equity 
stakes to western companies need an 
idea of their value as, of course, do 
the potential acquirors. 

Valnations should also pot a value 


on subsidiaries - such as the Gera 
defence electronics unit - making 
them easier to sell.[not quite sure this 
is what meant to sayj It may even 
help to resolve some of the complex 
pricing arguments over the small and 
medium-sized firms which were force¬ 
fully merged with larger groups in 
1972 and are now being re-claimed by 
their former owners; although the 
main problem there is estimating 
how much value has been added or 
taken away since 1972. 

Finally, if GDR companies do try to 
float themselves, future shareholders 
will need some financial information 
on which to make a judgement. Flota¬ 
tion, however, raises a further prob¬ 
lem: if the normal western practice of 
requiring three years' worth of finan¬ 
cial information is copied, which 
western financial Institutions will be 
brave enough to verify such informa¬ 
tion? 


CONTRACTS & TENDERS 


REQUEST FOR PROPOSAL FOR THE 


2ND GENERATION OF ARABSAT SATELLITES 


The Arab Satellite Communications Organization 
(ARABSAT) invites the specialized companies to 
submit a firm fixed price proposal for the 
manufacturing of the 2nd Generation of ARABSAT 
Satellites to provide telephony, TV, data 
communications, regional and domestic and other 
services utilizing (6/4), (6/2) and (14/11) GHz bands 
to Arab States with an option to buy a third 
spacecraft. 

The proposal shall be responsive to the RFP 
Exhibits. The RFP Exhibits are available at 
ARABSAT Headquarters, Riyadh, Saudi Arabia from 
15th July 1990 against an unrefundable amount 
equal to ten thousand U.S. Dollars (10,000 US$). 


The last date to submit the proposal to this RFP 
will be 12:00 Noon, local time, Monday 15th October 
1990. The proposal shall be in sealed packages to 
the address below. Any propora! received after the 

15th October will not be considered. 


'* ALGERIE 

ENCG. SOCIETE PAR ACTIONS DES CORPS GRAS 

SPA AU CAPITAL DE 70.000.000 DA 
13 Avenue Mustapha Sayed Et-Ouaii - ALGER 

OFFRE DE PARTENARIAT 

i 

L'ENTREPRISE ENCG, LEADER ALGERIEN DANS LTNDUSTRIE j 
DES CORPS GRAS, CHERCHE PARTENAIRES ETRANGERS POUR ' 
LA CREATION DE SOCIETES MIXTES D'INVESTiSSEMENT ET DE 
GESTION AF1N DE REALISER EN ALGERIE: 


• DES UNITES DE TRITURATION. EXTRACTION DE GRAINES 
OLEAGINEUSES 

- DES UNITES DE FABRICATION DE MARGARINE 

• DES UNITES AGRO-ALIMENTAIRES DONT DES UNITES 
D'AUMENT DU BETAIL 

• DES UNITES DE FABRICATION D’EQUIPEMENTS ET 
DE SOUS-EQUIPEMENTS POUR L'INDUSTRIE 
AGRO-ALIMENTAIRE. 

LES MARCHES ALGERIENS, MAGHREBi'NS. ARABES ET I 
AFRICAINS SERONT OUVERTS A TOUT INVESTISSEUR 
ETRANGER JNTERESSE PAR CETTE OFFRE DE PARTENARIAT. 
LES FICHES TECHNIQUES DES PROJECTS £T LES LOIS ET 
REGLEMENTS EN MATIERE D'INVESTISSEMENT PEUVENT ETRE 
RETIRES A PARTIR DU ler SEPTEMBRE 1990. 

LES OFFRES LIMINAIRES OU DECLARATIONS D*INTENTION 
DEVRONT PARVENIR AVANT LE 30 SEPTEMBRE 1990. LES 
PREMIERES DISCUSSIONS SERONT ORGANISEES DURANT LE 
DERNIER TRIMESTRE 1990. 

ENCG. ENTREPRISE NATION ALE DES ('OR PS GRAS- 

13 Avenue Mustapha Sayed EI-OuaH - ALGER 

Telex: 66075 - 66147 - 66130 

BP No. 126 Dklouche Mourad - CP 16006 
Fax: 74.4750 


Bidders are requested to notify ARABSAT within a 
period of thirty (30) days from the receipt of the RFP 
(by telex or by fax, ARABSAT Telex No. 401300 & 

401400, ARABSAT Fax No. 9661 4656983) or their 
intention to respond to the RFP. 
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Oberkochen had exclusive 
rights (US, France, Scandina¬ 
via), those where Zeiss Jena 
had exclusive rights (most of 
the East Bloc), and those 
where competitive coexistence 
was allowed (UK, Spain). 

The German market was, of 
course, strictly divided. But 
what happens in a united Ger¬ 
man market? Judging by the 
rather merciless tone of Zeiss 
Oberkochen it may well try to 
invade the East German mar¬ 
ket while arguing that recipro¬ 
cal action is not allowed. 

Zeiss Oberkochen will cer¬ 
tainly take a hard line on the 
Foundation. It says that after 
Zeiss Jena became the property 
of the people in 1948 the origi¬ 
nal Foundation ceased to exist 
and its role was taken by the 
new one established in HerideD- 
heim. West Germany. The 
West German courts have sup¬ 
ported this position, so when 
West German law applies in 
East Germany too, after full 
reunification, the Jena Founda¬ 
tion will have no legal basis. 

The East Berlin trust body 
has now granted Zeiss Jena the 
right to be owned by its own 
foundation, which has contin¬ 
ued to have a shadowy exis¬ 
tence looking after company 
property (although Zeiss will 
still qualify for its three-month 
liquidity cash from the trust). 

A merger of the two Founda¬ 
tions would be the most digni¬ 
fied option for the Zeiss Jena 
management and might help 
more of them save their jobs. 
But this one-time East Bloc 
"centre of excellence" will 
probably have to accept a take¬ 
over. As Thomas Zecher of 
Zeiss Oberkochen bluntly 
expressed it "They don’t really 
have any cards to play." 
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Dans le cadre de son 
plan 

cf informatisation, 

Balt EttamwB Tounsi 
Saudi (B.E.ST. 
BANK) lance un 
appei d'offres pour: 

• le cablage de ses 
Socaux, 

• r acquisition 

(fdquipements 

informatiques, 

• racquisition des 
togidels de base. 

Lbs foumisseurs 
im£r6ss6s peuvem 
retirer le caWer des 

charges aupfds de la 

Direction 
Administrative et 
Services G6n6raux et 
centre le paiement 
efune somme de 100 
cBnans. 


parvenir par vote 
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. JjP *^.i«nwufiaiRle Covent-Garden 
r M’^g^kAw-.aC opera’s most substan- 
i c; tjal sp^aj cases" have been given 

. ~~ MBdie, IdomeneOy 
tTVKe igor y and.now QuOJaume'TdL 

mw ig8B: '- 

These very different works share 
problems of length, performance 
and, above an vision - in each 
case-a yfafoa of grandeur out of tune 
. :.wsth the breathless spirit/of our own 
*®p ~ that make them' unusually 
^arduous; anC risky . to. mount (The 
-’thow .so. if. their musical..texts are 
-presented,, as they have been,' at- 

decent length rather ^ hwfnp chop. 

~: v^y |s a brave, company which 
™oofl6s : tp face sodi chalten gcs; ynd 
\ ■ wnfle the actual success rate in mas- 
storing them has varied wildly, the val- 
; our of the Royal Opera in taking »u«n 
. . ah at aflrather than sticking to sure- 
;..flre fevourttes - which would cer- 
tg ° a ^ r b® ““a 1 ® prudent in view of 
curre nt budgetary agonies - deserves 
p r e fee . On my seasonal scorecard the 
rimr Tell, conducted by Mtehpj pjag. 

: son, produced by John Cox in the 
designs of RobinWagner (sets) and 
1& da Costa (costumes), is .placed well 
above the Mozart and Cherubini per- 
: fbrmances, below, the Borodin: an 
honourable attempt to re-create one of 
the B ret, and greatest, oftbe 19th-cen¬ 
tury French Grand Operas using 
imperfect materials. 

- Ibis was Rossini’s fowl opera; it 
fixed the form which Meyerbeer 
; then (more .worthily) .Donizetti, -Verdi 
and Berlioz were to develop. More 
important, t h o u g h , than its historical 
. position, or culminating place in Ros¬ 
sini's work for the. theatre (summed 
upby Ronald Crichton's richly flUrmi- 

- batin g TeU article in the June Opera) 

, is the grandeur of spirit, sound, and 
: dramatic purpose that irradiates its 

- vast edifice. The final pages, with 
man and nature now Romantically 

■ united as orchestral and then human 
.“ -voices slowly transform a Swiss Alp- 
horn cow-caQ into a paean to freedom, 

' count among the most sublime In the 
. medium; they are the faWimwit of the 


very first scene, with the flsTiwman 
si ngin g of careless pleasures while (as 
' Tell comments) "Switzerland weeps 
for Its lost'liberty". 

In this and countless other ways 
. the opera shows itself a mighty span 
of . linked, themes: it belongs among 
the noblest of “political" operas, a 
vision of a society throwing off its 
shackles that must deliver a perpetual 
rebuke to those reproducers of the 
“lazy Rossfan” legend. It is sot a flaw¬ 
less masterpiece. Hie libretto’s stiff 
. diction is often noted, thrmg h its akfli 
in building up large-scale contrasts is 
too little acknowledged. There are 
moments (notably the praapple-shoot 
episodes of Act 3) when Rossini's han¬ 
dling of forces seems formulaic 
(though never musically short-winded 
a to Meyerbeer). 

-. Ihit the greatest problem Is the pace 
of unfolding. Audiences now find 
Grand Opera leisureliness hard to 
take. The type of dance divertissement 
(bravely given at length and tactfully 
choreographed by Kate Flatt) 
included in the opera’s “public” 
scenes is felt to be frivolous. The can¬ 
vas of Act 1 - a pastoral idyll coming 
under the shadow of tyranny - dis¬ 
plays all of the composer’s scene- 
painting gifts; it unrolls slowly. The 
very expansiveness of some of the 
solos places the characters at a 
remove; in any case those characters 
are largely stereotypes. 

Given , the “relevance” of the sub¬ 
ject, a Tell producer could be expected 
to. follow the fashionable line of 
updating - setting it in, say, Lithua¬ 
nia or the Transkei, or same part of 
occupied Europe during the last war. 
Mr Cox has explored what I believe to 
be the more difficult route with the 
Opera. He keeps it in period, complete 
with local-colour incidents and tradi¬ 
tional handling of chorus. The horri¬ 
bly brutal close to. Act 1 brings a 
modernising gloss, so also Tell's 
transformation into a political leader 
with a touch of the fanatic; but over¬ 
all the work is offered “as is”. 

- As such its outlines are dignified 
and honest, most effective in the the 



Chris Merritt and Leila Cnberli 

opera’s later stages (the finale, with 
its tender female groupings, will go 
even better without the gremlins that 
marred opening night). Unfortunately, 
Cox's serious-minded conservatism is 
undermined by deadenlngly unatmos- 
pheric sets (from the designer of A 
Chorus Line! ) and costumes. The 
opera's great moments have a cut- 
price look about them; there is a 
touch of Ruritanian operetta to the 
“love interest”. 

I also feel, no doubt unfairly (given 
the difficulties of casting French 
Grand Opera at all), that the work is 
undersung. The vocal writing, com¬ 
bining Rossini’s Italian and French 
modes, demands a blend of noble tim¬ 
bre, wide range, flexibility, and Gluck- 
ian simplicity of utterance. Only the 
Mafhilde of Leila Cuberli came within 


AJasta# Muh 

reach of the style - and on Friday, 
though wonderfully delicate in inflex¬ 
ion, she seemed unable to sing out, 
powerfully, where needed. 

As Tell the Australian Gregory 
Yurisich is an excellent actor, a tren¬ 
chant stage personality, and an astute 
singer with a voice, a rough-edged 
bass-baritone, that Lacks cantabile 
beauty. Chris Merritt, in the killer 
role of Arnold, is at once a high-tenor 
phenomenon and a monochrome, 
sometimes lax musician and artist (in 
no way, though, did he deserve those 
hideous curtain-call boos). Among the 
smaller roles, some dully taken, at 
least Linda Kitchen (Jemmy), Eva 
Podles (a lovely Hedwige), Stafford 
Dean (Gessler), Ian Caley (Rudolph), 
and Justin Lavender (Fisherman) 
make their mark. The general level of 


French delivery is higher than the 
house norm; only Robert Lloyd’s Wal¬ 
ter moulds the language expressively. 

What the opera needs most of all is 
a conductor who is the work’s cham¬ 
pion - a Colin Davis in unquenchable 
Trojans vein. On Friday Plasson, a 
notably sympathetic, sensitive musi¬ 
cian, handled it all for too smoothly 
(and in the airs for too lingeringly). 
The orchestral playing had loose 
ends. There was a want of rugged¬ 
ness, stringency, dramatic fire, heroic 
scale. Recitatives lacked forward 
movement. The finale foiled to ignite. 

In sum, then, this is neither the 
triumphant vindication all Tell-loveis 
were hoping for, nor by any means an 
abject failure. 


Max Loppert 
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/ ’am frequently surprised by the 
fact that so ' few architects 
become developers. This is 
particularly strange, following 
the relatively recent changes which 
allow architects to behave less as 
professionals and more . as 
businessmen,.and. also because so 
many architects complain so freely 
about developers’ lack of interest, in 
design matters. But for developers it 
is largely a question of the ability to 
spot and take a calculated risk in the 
market place, for which,, perhaps, 
architects are ill-trained. 

: I recently heard an architectural' 
guru say how important he thought it 
was to ensure that architects, and not 
developers, should draw up all the 
plans for the development of a new 
town. How right is this approach? If 
architects fed that they want to have 
complete control of a development 
then perhaps they should take on 
some, or allaf the development risk. 

On the fringes of the City of London 
1 recently visited two schemes, where 
the developer and the architect are 
nrw and the same. There are many 
benefits to be seen in what may be 
considered two model small 
developments. The first scheme is in a 
highly sensitive part of London. 
Charterhouse Mews is cm the edge of 
the Charterhouse itself, still one of 
the least known and least explored of 
London’s secluded monastic 
foundations.- You approach this small 
development of four small office 
buildings under the arch of a old 
doorway surmounted by the head of 
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The first impression suggests that 
perhaps you are looking at some 
carefully restored older residential 
buildings now turned into offices. A 
closer look makes it dear that these 
-are carefully detailed and built 
classical facades, designed in a 
-spirited way with English and Dutch 
gables. The quality of the building is 


high and the architect developer has 
used good quality materials with 
Portland stone window cQls, lintels 
cornices and brickwork carefully laid 
in Flemish bond. Roof tiles are clay 
and not concrete, flashings are lead 
and the doors and windows made of 
hardwood. 

The classicism is both derivative 
and inventive mid, although only skin 
deep, appropriate for the delicate 
surroundings. The neighbouring 
Charterhouse, although much 
restored after the severe damage of 
the Second World War, still retains 
the atmosphere of a large collegiate 
foundation. It was therefore right to 
build carefully and gently in a 
traditional way. Inevitably, behind 
the facades are simple modern offices. 

Not for from the Charterhouse in 
another part of what wes once the 
London Borough of Finsbury, Hinson 
Architects have carried out another 
development in a totally different 
style. On a site purchased from the 
London Borough of Islington to the 
south of Rosebery Avenue at the 
junction with the Farringdon Road, 
these architect developers have built 
an interesting mixed development of 
flats, offices, retail and light 
industrial premises. This sort of 
mixed-use development is often 
exactly what is needed on a “fringe” 
site dose to the inner city. But it is 
aim often difficult to find funding for 
this sort of more complex 
development brief. 

Again taking appropriateness as 
their watchword, these 
entrepreneurial architects have pulled 
off a coup by using careful design 
methods. The three main elements 
comprise a courtyard of industrial 
units, a square of office buildings and 
an interesting interpretation of the 
old style mansion block with flats 
over shops. 

The most striking of the three 
elements is the mansion block, known 


as Rosebery Court. It is built of 
Cumbrian sandstone and brick with 
intriguing detailing in a style that is 
“Arts and Cr aft s" in execution and a 
mixture of Gaudi and Mackintosh in 
inspiration. Copper oxide greens in 
paint and glass, copper and bronze, 
will relieve the intensity of the pink 
glow of the mass of the block. The 
interiors of the flats are delightfully 
non-standard with a variety of sizes of 
windows, rooms and terraces. I liked 
the solidity of the whole block on the 
street and the use of colour and 
ornament. 

The industrial units are by their 
nature more utilitarian, but they are 
well arranged around a courtyard and 
have one very good elevation of sheer 
walls rising in a gradual curve up the 
hm from Walmer Street to Farringdon 
Road. I felt that this had just the right 
level of austerity and piainess to be 
elegant and very urban. 

The office square is probably the 
most important in economic terms. It 
has a car pari: beneath the courtyard, 
and there is to be an oak tree in the 
centre of the garden. The office 
buildings with their slightly out of 
scale windows and doors and a heavy 
cornice detail are the least happy 
architecturally of the three building 
types. The attempt to emulate a 
Georgian Square does not quite come 
off - but it is a brave try. Certainly 
the mixed development is. as a whote, 
a great success and it manages within 
a relatively modest compass to 
provide inventive architecture and a 
skilful knitting together of the urban 
fabric. These schemes bode well for 
architects acting as developers. 

★ 

An unusual and important 
international architectural 
competition for ideas for the Ulugh 
Beg Cultural Centre in Samarkand, 
USSR, has just been announced by 
the Aga Khan Trust for Culture. The 
Centre will be part of a larger project 
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Rosebery Court. Kinson Architects’ mixed-use development 


aim ed at the revitalisation of the 
historic core of Samarkand, where 
there is some of the finest examples of 
monumental Is lamic architecture in 
Central Asia. The competition will 
have an international jury including 
Soviet representatives. More 


information is available from Dr Suha 
Ozkan, The Aga Khan Trust for 
Culture, 32, Crets-de-Pregny,CH-1218 
Grands Saconex, Geneva. Switzerland 
(FAX (022) 798 93 91). 


Colin Amery 
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No FT? 

No problem in Japan. 

Keeping up with tile news when you travel to the Far East 
used to be something of a challenge. The world seldom stands 
still. These days, in feet, just a few hours can be enough to change 
history for ever. 

Happily for FT readers, staying in touch is now no longer a 
problem in Japan. 

Because we now publish in Japan six days a week — 



locally for the start of the working day. Ask for your copy at the 
hotel or on foe news stands, in Tokyo or in other major Japanese 

cities. 

If you're a resident, we’ll hand-deliver the FT to your office 
in central Tbkyo, first thing every day. 

call Tbkyo (03) 2951234 now 
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ARTS GUIDE 


June 29-July 5 


MUSIC 

London 

New ixmdan Orchestra. Ronald 
Carp conducts Gershwin and 
Korngold. St John’s, Smith 
Square. W1 (Wed). (071-222-1061). 


The Emperor conducted by Carl 
Davis. Wagner. Beethoven. 
Dukas and Tchaikovsky. Barbi¬ 
can (Thor). (071-638-8891). 


in 


perform Orffs Carolina Burana. 
Grand Place (513 89 40) (Wed). 

Amsterdam 

Amsterdam Bach Soloists con¬ 
ducted by Thomas Hengelbrock 
with Jaap van Zweden (violin). 
Purcell, Bach, Vivaldi, Handel 
(Mon). Concertgebouw (718 345). 
Jam at the Philharmonic with 
various soloists in a tribute to 
Norman Granz (Tue). Concertge¬ 
bouw (718 345). 

Jean-Yves Thibandet (piano). 
Brahms, Paganini, Ravel (Wed). 
Concertgebouw (718 345). 


vaL Coral Carmlna, Camerata 
conducted by Josep Pons. 
B a ch (Mon). Granada Chamber 
Orchestra conducted by Edmon 
Colomer with Narciso Yepes (gui¬ 
tar). Rodrigues, Albert, Cervello, 
Rodrigo, Falla (Tues). Orquestra 
Ciutat de Barcelona conducted 
by Ftenz-Paul Decker. Tchaikov¬ 
sky. Glinka. Stravinsky (Thur, 
Fri). Teatre Grec (318 25 25). 


Chopin Festival, Orangerie de 
Bagatelle. Ends July 15 (45012010, 
40679700). 

Schumann Festival. Sorbonne 
Amphitheatre, vfridg July 6 
(42627171). 


International Encounters. L’Or- 
chestre dn Siecle des Lumieres, 
Gaud CoBegium Vocale, Amster¬ 
dam Baroque Cham ber Orchestra 
and Ton Koopman. the Soviet 
State Symphony Orchestra. Until 
July 22. (80222451}- 

La Chafee-Dtou 

La Grande Ecnrleet Ghamhre 
dn Roy, conducted by Claude 

Moscow P hilhar monic 
Aug 23-Sept 3. 

(71094828). 


The fifth summer festival in Bad 
Kisslngen (June 22-July 15) is 
do mina ted by artists from Hun¬ 
gary, Poland, Czechoslovakia. 
Russia and East Germany. The 

programme is led by three sym¬ 
phonic orchestras, the Czech 
Philharmonic, Polish National 
Radio Orchestra and the Bavar¬ 
ian Radio Orchestra. Other high¬ 
lights include the cellist Natalia 
Gutmann, pianist Frank Peter ■ 
Timm ermann, trumpet player 
Ludwig Guettler, singers Hans* 
Peter Biochwitz, Eva Lind, Olaf 
Baer, Waltraud Meier and con¬ 
ductor Bruno Weil. Also a perfor¬ 
mance of Handel’s opera Rwwirfn 
by the Halle Opera. 8730 Bad 
Kiss in gen Post! (0971/807110). 




and 


■J 1 ’ 


Brussels Festival Orchestra con¬ 
ducted by Robert Janssens and 
the Brussels choral society con¬ 
ducted by Tom Cunningham and 
the Da Capo 2000 children’s choir 


Rome 

RAI Symphony Orchestra; 
choir conducted by Michel 
Tabachnik playing Debussy and 
Stravinsky (Thur). Villa Boigh- 
ese (6761243). 


Grec 90 Barcelona summer festi- 


Ravinia Festival. Victor Borge 
piano and antics (Tue). Highland 
Park (728 4642). 

Washington 

National Symphony Orchestra 
conducted by Mstislav Rostro¬ 
povich and Henry Mancini. 
Mixed programme of 
and patriotic tunes a 
in July 4 fireworks (Wed). West 

Lawn. US Capitol. 

Tokyo 

Cracow P hilhar monic Orchestra 
conducted by Roland Bader, with 
the choir of Toho College of 
Music. Haydn: The Creation. 
Shiqjuku Bunka Centre (Mon). 
Spohr, Faust. Sunlory Hall 
(Tues). Mahler, 8th symphony. 
Sunfoty Hall (Thur) (4019561). 
New Japan Philharmonic 
Orchestra conducted by Alexan¬ 
der Schneider. Dvorak, Schubert. 
Bunkamura. Orchard Hal] (Mon). 
Tokyo Bunka Kaikan (Tues) (499 
1531). 

NHK Symphony Orchestra con¬ 
ducted by Yuzo Toyama. Con¬ 
temporary music from Asia. Sun- 
tory Hall (Wed) (4651780). 

Rainer KucU (violin). Bee¬ 
thoven, Schubert, Debussy. 
Strauss. Tokyo Bunka Kaikan, 
recital hall (Thur) (289 9999). 


Early music on 
the West Coast 


America’s two centres of early 
music are Boston mid what is 
called the Bay Area - the clus¬ 
ter of towns around San Fran¬ 
cisco Bay. In both of them 
there are many universities 
and conservatories, providing 
the performers, the scholars, 
the scholar-performers, the 
instrument-makers, and the 
concerned audiences for early 
music. When, ten years ago, I 
was Bloch Professor on the 
Berkeley campus of the Univer¬ 
sity of California, lecturing on 
Verdi, I lived in a house that 
held a fine Flemish harpsi¬ 
chord, a Streicher fortepiano, a 
spinet and two clavichords; 
and I played not only those 
instruments but also a part in 
founding the Baroque Philhar- 
monia. the only American 
Baroque band that has had 
something like a regular exis¬ 
tence. Its prowess can be heard 
on several Harmonia Mundi 
CDs. 

In 198 L, Boston Inaugurated 
its biennial Early Music Festi¬ 
val, which continued in 1983, 
1985, 1987 and 1989. This year. 
Berkeley, across the bay from 
San Francisco, began its even- 
year biennia] festival, which 
will enable American early-mu¬ 
sic enthusiasts to have an 

annua) fry 

The pattern was close to Bos¬ 
ton’s: a few big events, recitals 
galore, master classes, sympo¬ 
siums, and a trade fair at 
which publishers, instrument- 
makers, computer-program¬ 
mers and record companies 
displayed their early-music 
wares. 

1 missed the first big event 
- Monteverdi’s 1610 Mass in 
the afternoon and 1610 Vespers 
in the evening - but heard the 
others. A performance of Jom- 
melli’s opera La schiava liber’ 
aia, conducted by Alan Curtis, 
provided the sort of ecstasy 
that 18th-century critics write 
about rapture in the way that 
fresh, unforced voices can 
move with skill and imaging- 
Hon through their phrases, 
bringing the words to life. 
There were five stars: SiLvana 
Mang a, Gloria Banditefii, Guil- 
lemette Laurens and Jeffrey 
Gall, whose names are well 
known to readers of these col¬ 
umns, and the soprano Reveka 
Mavrovitis, who has a Piran- 
dello-princess presence and 
pure, lustrous timbre. The 
other were good too. Gian 
Paolo Fagotto, in a Pedrillo 
role, had considerable charm. 

La schiava liberata, like Moz¬ 
art’s Die Entfuhrung, tells of 
the rescue of an aristocratic 
western lady from a Turkish 
harem - but without Mozart’s 
moral questioning. The jokes 


are simple: two men get into 
drag in order to penetrate the 
harem; the same two pretend 
to be the French ambassador. 
But Jommelli is formally and 
instrumantally inventive, and 
never dull. His extended, care¬ 
fully worked finales probably 
pointed a way toward Mozart’s 
finales in Figaro . La schiava 
blends masters and men, mis¬ 
tresses and maids in a renewed 
17th-century fashion that 
dethrones the formalities of 
Metastaslo and opens a path to 
Figaro and Dan Giovanni . 

The sets and costumes were 
handsome. The production, by 
Christian Magneron, was 
awful: a capitulation to con¬ 
temporary audiences’ rejection 
of opera seria. Joseph Ker¬ 
man’s donnishly jokey super- 
titles seconded the public 
mirth, and Gall’s poignant aria 
- the most beautiful number 
in the score, and exquisitely 
sung - became a barrel of 
laughs. But Curtis's direction 
was true, and if one listened 
without looking too hard, Jom- 
melli’s opera was marvellously 
moving. 

The other big events were 
Handel's early oratorio La 
Resurreshme and a dramatized 
anthology from the Cannina 
Burana. In brief, both were dis¬ 
appointing. The Handel orato¬ 
rio, conducted by Nicholas 
McGegan, sounded uuderpre- 
pared, underrehearsed. Micro¬ 
phones were in place to turn it 
into a Harmonia Mundi record¬ 
ing, and the "live” perfor¬ 
mance had the deadliness that 
infuses modern perfor man ces 
which are undertaken in the 
knowledge that the “live” 
event must also double as a 
studio-recording session. Car¬ 
olina Burana was a sacred- 
plus-secular anthology from 
the Benediktbearen manu¬ 
script; the singing was ani¬ 
mated bnt the dramatic presen¬ 
tation suggested an end-of-term 
school pageant. 

The big difference between 
Boston and Berkeley lies in the 
places of performance. Boston 
is rich in resonant churches 
and halls, and the Boston festi¬ 
val becomes at once an acousti¬ 
cal and architectural adven¬ 
ture. Berkeley has great 
churches - by Maybeck, by 
Julia Morgan - around its 
campus, but this year most of 
the performances were given 
in the large, dry. unresonant, 
windowless campus auditoria. 
It makes for efficiency: the fes¬ 
tival is presented by the uni¬ 
versity and therefore uses the 
university sites. But this dulls 
the performances. 

Andrew Porter 



Russell Enoch and. Caroline Holdaway 

Master Betty/The Touch 

Man in the Moon, Chelsea/ The Bush 


From opposite ends of the 
creative spectrum come two 
new plays. One - “Master 
Betty" is witty, allusive and 
assumes a preoccupation with 
art and homosexuality that 
belongs to the young, chic met¬ 
ropolitan culture of the last 
decade; the other “The Touch,” 
takes a promising subject - the 
ministrations of a faith-healer 
who is part magician and part 
charlatan. It comes up with 
something altogether drabber 
and more downbeat, dealing 
with small people and small¬ 
town realities. 

Carl Miller, for a while him¬ 
self a critic, has chosen as his 
latest vehicle the short profes¬ 
sional life of William Henry 
West - a chil d actor whose 
brief brilliant career famously 
provoked the Younger Pitt to 
adjourm Parliament. 

But “Master Betty” is no 
straight slab of bio-drama: 
rather, it is the hook for an 
investigation of attitudes to 
sexuality and stardom which 
brings Byron - mad. bad and 
running from Lady Caroline 
Lamb - into liaison with a 
Betty, who is already on the 
turn from cherubic Infont prod¬ 
igy to hamming poseur of the 
London stage. 

The contrast between the 
glamour of Drury Lane and the 
humdrum reality of a pump¬ 
house - the Man in the Moon - 
at the wrong end of the King's 
Road is integral to a play that 
indulges in games with text 
and context which are clever 
to the point of being over-so¬ 
phisticated. 

A furry, drumming baby’s 
bunny in the worst possible 
taste spells out the long and 
mundane life left to Betty once 
his star has waned. As an 
imag e it provides a deliciously 
and mischie vously camp rider 
to Byron's attempts to talk the 
young thfigpian into suicide to 


prevent such a banal eventual- 
ity. 

But wbat, then, is one to 
mak e of the Luddite who 
storms into the middle of their 
deliberations in a diatribe 
against everything from the 
extravagance of modern set 
design to the irrelevance of 
performing art? And does the 
prolonged nudity of James 
Ashfield's excellent Betty not 
gesture more to a fashion for 
baring all, than any more sus¬ 
tained significance? 

There is a strong sense here 
of a young writer/director with 
more art than mission. Peter 
Lloyd, by contrast, has his tar¬ 
gets well and truly sussed, but 
somehow lacks the artistry to 
hit the bullseye. The problem 
with “The Touch,” directed for 
the Bush Theatre by Brian 
Stirner, is that Lloyd's charac¬ 
ters are so small that they foil 
to compel the sort of interest 
that is vital for keeping his 
play on course. 

At the heart of the piece is 
faith-healer named Vincent, 
who arrives in a dull Welsh 
backwater to gather a follow¬ 
ing of check-out girls with 
minor ailments probably 
brought about by their hope¬ 
less boredom. Some he 
touches, others he merely 
gropes. It is a potentially fasci¬ 
nating subject, opening up the 
conflict of science and faith, 
and exploring the nature of 
sickness and health. 

Yet although Russell Enoch, 
as Vincent, manages to sustain 
the ambiguities of the groper 
with magic hands, the three 
women of the cast labour with 
roughly-formed characters and 
dialogue of a flat-footed 
humour that leaves one finall y 
uninterested as to whether 
they are cured or not 

Claire Armistead 
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The Communist Party’s Waterloo 


Enterprise for ^ 

A 1 A • Soviet C 

the Americas s 


THERE is obviously a strong 
element of self-interest in Pres¬ 
ident George Bush’s broad 
ranging proposals to establish 
a new era of relations with 
Latin America. In a fast chang¬ 
ing world caught between con¬ 
flicting trends to globalise or 
form new regional blocks. Pres¬ 
ident Bush is taking the neces¬ 
sary precautions in his own 
backyard. 

Faced with the realignment 
of eastern Europe and the pros¬ 
pect of the European single 
market in 1992, the US has 
every reason to pay more 
attention to its neighbours. 
Latin America, in spite of a 
decade of lost growth and an 
enormous continuing debt 
overhang, still has a combined 
CNP over two thirds that of 
eastern Europe and the Soviet 
Union, and accounts for 5 per 
cent of world trade. If the Uru¬ 
guay Round fails to produce 
the hoped for liberalisation of 
world trade, then this initiative 
could help build a fall-back 
position. 

However, it would be wrong 
to see the “Enterprise for the 
Americas Initiative” as no 
more than a recognition that 
the US and Latin America are 
condemned to getting along 
with each other. The concept is 
altogether more thoughtful, 
and the context more historic. 
It catches the mood in the 
region where a group of demo¬ 
cratic leaders is emerging who 
are committed to opening up 
their economies and turning 
their backs on discredited 
attempts to substitute local 
manufacturing for imports. 
Latin American is breaking 
free of deeply-imbued anti-US 
prejudices. These new leaders 
are beginning to find economic 
and political views in common 
with Washington. Indeed, their 
chief fear now is of being left 
at the margins of world affairs 
and treated with benign 
neglect by the US. 

Turning to the markets 

From the formation of the 
Organisation of American 
States in 1948 and Kennedy’s 
Alliance for Progress in the 
Sixties to the Reagan era’s 
obsession with Central Amer¬ 
ica, US policies were condi¬ 
tioned by the overriding con¬ 
sideration of combatting 
communism. President Bush is 
talking the infinitely more 
pragmatic language of the mar¬ 


ketplace. He is proposing that 
Latin America's security is 
best guaranteed by a prosper¬ 
ity bunt round well ordered 
macro-economic policies. A 
central element of such poli¬ 
cies, he says, has to be a free¬ 
ing of trade and Investment 
restrictions; but in return for 
opening up their markets, 
American countries will 
be offered fresh assistance to 
reduce the debt burden. At the 
end of the road lies the tantal¬ 
ising prospect of a free trade 
area embracing both North and 
South America. 

Mexico’s lead 

Ail ms might seem fanciful 
given the enormous develop¬ 
mental gap between the US 
and Canada and their neigh¬ 
bours. Nevertheless. Chile and 
Mexico are already demonstrat¬ 
ing what can be achieved with 
sound economic policies and 
good management. Much 
hinges on how Mexico and the 
US can achieve greater integra¬ 
tion in the light of last month’s 
agreement to work towards a 
free trade area. This relation¬ 
ship will determine whether 
President Bush's professed 
interest in closer integration 
with Latin America extends to 
the rest of the continent 

At present the regional 
framework centres round the 
OAS and the inter-American 
Development B ank (2ADB). 
which have too narrow a base 
to accommodate the Bush ini¬ 
tiative. The OAS will therefore 
have to perform a more 
dynamic consultative role on 
political issues, while the 
IADB, in conjunction with the 
World Bank, will have to 
become even more of a catalyst 
for development as well as a 
source of ideas for macroeco¬ 
nomic strategy. A separate 
institution might be needed for 
trade policy. 

The Latin American coun¬ 
tries must be wary about pub 
ting all their eggs in one bas¬ 
ket. it would be naive to 
assume Washington holds all 
the keys to aid or resolving the 
debt burden. Japan has become 
a significant investor, trading 
partner and aid giver with 
long-term interests especially 
among the Pacific coast coun¬ 
tries. Latin America’s objective 
must still be for freer trade and 
investment on a broad front 
that includes both the EC and 
Japan. 


Too many City 
regulators 


A TOTAL of five 
self-regulatory organisations 
for the investment industry 
was always regarded as at least 
one too many by the Securities 
and Investments Board, the 
overall watchdog body. 
Although the authorities had 
to bow in the early days of the 
new regime to the various fac¬ 
tions which wanted to estab¬ 
lish their own sector-specific 
bodies, it always seemed likely 
that mergers would eventually 
take place. 

The first to he rationalised is 
the smallest of the five, the 
Association of Futures Brokers 
and Dealers: the idea is that it 
will be absorbed within The 
Securities Association next 
spring. The AFBD did an 
important job in cleaning up 
the futures business through 
the original authorisation pro¬ 
cess, and in establishing a rule 
book, but it has a high degree 
of overlap with The Securities 
Association, especially now 
that the London markets for 
financial futures and traded 
options are to merge. 

The AFBD's original roots 
lay in the commodities mar¬ 
kets, but the traditional divid¬ 
ing lines between the City of 
London’s markets are less and 
less rei'evant. Moreover, the 
regulators are under increas¬ 
ing pressure to tackle what are 
widely perceived to be the 
excessive costs of the system. 
Merging the two SROs will per¬ 
mit significant savings to be 
achieved: some 40 shared mem¬ 
ber firms will only need to pay 
one subscription, and all mem¬ 
bers should gain from the 
spreading of overheads. 

The network of regulators is 
still very complicated, and the 
results can sometimes be ridic¬ 
ulous. For instance, more than 
half a dozen different agencies, 
including the police and the 
Department of Trade and 
Industry, are now picking 1 over 
the bones of Dunsdaie Securi¬ 
ties, a small investment firm 
which collapsed last month. 

Cultural divide 

But cutting back the number 
of self regulatory organisations 
is not a simple task. Originally 
it was thought that the Invest¬ 
ment Management Regulatory 
Organisation would move nat¬ 
urally towards the Life Assur¬ 
ance and Unit Trust Regula¬ 
tory Association, and indeed 
they set themselves up on adja¬ 


cent floors of the same build¬ 
ing. But in the event they quite 
quickly grew apart. 

A merger has subsequently 
been mooted between Lautro 
and the organisation for the 
independent intermediaries, 
which would bring together 
the two sides of the retail mar¬ 
keting of collective investment 
products. But there is a big cul¬ 
tural divide between the sales¬ 
men in the one group and the 
independent advisers in the 
other. Another idea has been 
to merge the investment man¬ 
agers body into The Securities 
Association, but again many 
fund managers argue that their 
“buy side” activities should not 
be mixed with the “sell side" 
comprising dealers and bro¬ 
kers. 

EC influence 

International developments 
could now prove increasingly 
influential. The structure set 
up under the Financial Ser¬ 
vices Act 1988 never paid much 
regard to the need to harmon¬ 
ise with Europe. After much 
negotiation it looks as though 
European Community legisla¬ 
tion will be sufficiently flexible 
to accommodate the self-regu¬ 
latory British system as well as 
the more rigidly statutory 
approaches of most Continen¬ 
tal states. That does not mean, 
however, that British firms 
will be competing on equal 
terms, if they have to cope 
with a more expensive and 
unwieldy regulatory structure. 

In spite of the practical diffi¬ 
culties of the British frame¬ 
work, the original arguments 
in flavour of self-regulation still 
hold good. Unless regulators 
can respond rapidly to the 

changing dynamics of the 
marketplace, the markets 
themselves may be forced to 
develop In accordance with the 
convenience of bureaucrats 
rather than the needs of practi¬ 
tioners or clients. Centralised 
supervision offers safety, sim¬ 
plicity and. maybe, economy - 
but the risk is that it would 
come at the expense of favour¬ 
ing big firms and discriminat¬ 
ing against innovation. 

The merger of the futures 
and securities regulators is a 
step in the right direction. But 
in responding to the calls for 
economy and simplification, it 
is important that the regula¬ 
tors should not be temp t e d to 
cut corners as well as costs. 


A t last, after months of man- 
oeuvering, skirmishes, 
retreats and alarms, the real 
battle for the soul of the 
Soviet Co mmunis t Party will today 
begin in earnest 

Barely a week has passed since the 
forces of Soviet conservatism - the 
party bure a ucr a ts and backwoodsmen 
- won a substantial victory at the 
founding congress of the Russian 
Communist Party. Perhaps that was 
their Quatre-Bras, on the eve of 
Waterloo. 

That the 28th Party Congress w£Q 
have the strategic importance of a 
battle of Waterloo is scarcely in 
doubt The whole process of President 
Mikhail Gorbachev’s perestroika 
hangs in the balance, after five 
extraordinary years which trans¬ 
formed the political climate in the 
Soviet Union and the world, and 
felled to change the system, or dis¬ 
lodge the party bosses who control It 
The only question is whether Presi¬ 
dent Gorbachev will be cast in the 
role of the Emperor Napoleon, or 
whether he can use his extraordinary 
political skills to turn the tables on 
his opponents, and emerge in the 
cloak of the Iron Duke. 

The Soviet leader could face disas¬ 
ter if he loses control of his party to 
die-hard anti-reformers, even if he 
remains its nominal leader. He would 
regard it as a disaster if he keeps 
control, but the party splits, as seems 
ever more certain. The ultimate 
defeat would be for Mr Gorbachev to 
be ousted as party leader, too. 

Victory would be to force through 
this monolithic institution, which 
many now see as the greatest barrier 
to continued reform in the Soviet 
Union, an overhaul of party policy 
and party rules committing the com¬ 
munists to grass-roots democracy, a 
genuine multi-party system, and a 
rapid transition to a market economy. 
It is asking an awful lot. 

And yet it is not simply a question 
of who will win this battle, scheduled 
to rage for 10 days or more, even if it 
proves possible to identify the victors 
in the predicted carnage. The other 
question is whether the battle is 
worth fi ghting at alL 
The political and moral authority of 
the Soviet Communist Party, stan¬ 
dard-bearer of the October Revolu¬ 
tion, has never been so low. When the 
Siberian newspaper Sibirskaya Gazeta 
questioned its readers last month 
about whose interests the party pro¬ 
motes, 85 pm 1 cent said “party func¬ 
tionaries." Only 7 per cent said “the 
people as a whole,” and a miserable 2 
per cent suggested that it was “the 
working class." As for party members, 
only 27 per cent said they would join 
again, if they were given a chance to 
relive their lives. 

“The party has become a swear¬ 
word among ordinary peppier" said 
Mr Alexander Saiychev, a disaffected 
former party bureaucrat. 

It is hard to meet anyone outside 
the immediate party bureaucracy 
with a good word to say about the 
organisation, whereas the Utterness 
at party privilege and corruption is 
all-pervasive. That is the public mood 
which Mr Boris Yeltsin, the maverick 
former member of the Politburo, has 
so successfully exploited to return to 
the top as president of the Russian 
federation. 

On the other hand, unpopular as it 
may now he. the party still controls 
virtually all the machinery of power 
in the country. For more than 70 
years it has been the effective state. 

The nomenklatura system has dic¬ 
tated who gets which job at every 
important level of authority, in facto¬ 


ries, farms, schools and institutes. It 
not only controls the state apparatus, 
but also the military high command, 
and perhaps most important and per¬ 
vasive of all, the still hugely powerful 
KGB, the State Security Committee. 

The feet Chat the party is deeply 
divided between reformers and con¬ 
servatives, means that all those insti¬ 
tutions are divided too. And yet the 
party is perhaps the only cement 
holding them together at alL 

Six months ago it appeared that Mr 
Gorbachev bad finally decided that he 
could walk away from the party. 
When he became state president In 
March, he appeared to be deliberately 
setting himself up in an alternative 
power base, making it only a matter 
of time before he abandoned his posi¬ 
tion as party leader to a lesser ally, 
confident that he no longer needed 
the political base. 

Last week, against a storm of criti¬ 
cism from both left and right (from 
Mr Yeltsin and from Mr Yegor 
Iagachev, his arch conservative col¬ 
league), he made It clear that he does 
not believe he can afford to leave the 
party to anyone else. 

*T think we should come to the divi¬ 
rion of powers in a natural way,” he 
told the Russian communists. “How¬ 
ever 1 am convinced that at this 
moment we must keep things as they 
are in principle, although in different 
forms, perhaps... I think you will 
agree with me that the process of 
dividing power (between the party 
and elected bodies) has not yet been 
completed... Should we divide the 
posts, or keep things as they are? I 
believe that we should keep things as 
they are.” 

Certainly it is true that without Mr 
Gorbachev, the Communist Party 
would be a far more conservative 
institution. Over five years be has 
bullied, confused and blackmailed a 
conservative majority into backing 
bis reforms, at every level from the 
Politburo downwards. If he is voted 
out as leader, then the probability Is 
that it would become an open bureau¬ 
cratic opposition to the executive (the 
presidency) and legislative bodies (the 
soviets), creating a profound constitu¬ 
tional crisis: the state would be in 
opposition to the state. 

The Soviet leader’s closest aides 
also see a real political danger for Mr 
Gorbachev If he abandons the party, 
even In Its present plight. For he 
would be promoting himself Into the 

Victory would be to force 
through a massive 
overhaul of the 
monolithic institution, 
which many now see as 
the greatest barrier to 
continued reform 

job of an increasingly powerless ref¬ 
eree between the real political oppo¬ 
nents, as represented most visibly by 
Ur Yeltsin, on the reformist wing, 
and Mr Ivan Polozfeov, the deeply-con- 
servative new Russian Communist 
Party leader. 

Finally, he genuinely sees himself 
as a unif ying, consolidating force, 
when all around Is starting to disinte¬ 
grate: the Soviet empire in eastern 
Europe has already gone. The Soviet 
Union itself is under enormous cen¬ 
trifugal pressure, in which both con¬ 
servatives and radicals in Russia, its 
most important constituent part, are 
conspiring. 

That seems to be why Mr Gorba- 
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Gorbachev has to secure victory on three fronts: on a new party policy, new 
democratic party roles, and on a new leadership. The odds are against him 


chev is still fighting for the soul of the 
party. He says it Is to create a new 
vision of a humane and democratic 
socialism. Pessimists would see it os a 
desperate effort to control and man¬ 
age the inevitable disintegration of 
the party. 

The question then is whether he 
can win the day, and what victory or 
defeat would mean. 

The odds are against him. Conser¬ 
vative communists from the foil time 
bureaucracy of the ruling party and 
the state dominate the ranks of Con¬ 
gress delegates. Out of the 4,700 sum¬ 
moned to Moscow for the big event, 
no less than 48 per cent are full-time 
party functionaries, according to the 
dissident Democratic Platform, 
Another 20 per cent are ministers, fac¬ 
tory and form directors, and other 
appointed officials. Fewer than 7 per 
cent will be workers and peasants, 
although they make up more than 50 
per cent of party membership. 

Of course not all the appomtehiki 
are Gorbachev opponents. He has pre¬ 
sided over some sweeping porsonnel 
replacement since 1985. But none the 
less, the Russian party congress 
showed that the conservatives have a 
dear majority, and that the bureau¬ 
crats are looking for revenge. 

The Democratic Platform, those 
Communist dissidents who want to 
turn the Bolshevik movement into do 
more than a parliamentary party, 
claim that 40 per cent of rank-and-file 
members support their programme - 
and no more than 100 (2 per cent) of 
the Congress delegates. They are 
demanding such sacrilegious reforms 
(to the party faithful) as the compul¬ 
sory disposal of party property to 
rival parties, and the return of party 
funds to state coffers. 


Mr Gorbachev insists that such 
wild revolutionaries are not his allies. 
He is "fundamentally opposed” to the 
creation of a “parliamentary party" 
instead of the traditional Marxist con¬ 
cept of a “vanguard party.” Yet in the 
light of the collapse of party support, 
and the abandonment of the party's 
constitutional monopoly on power, 
such distinctions appear increasingly 

ararfoiwir- 

The party leader’s problem is that 
foe Democratic Platform Is committed 
to walk out of the party if it is not 

The Soviet leader 
could face disaster if 
he loses control of his 
party to die-hard 
anti-reformers, even if 
he remains its nominal 
leader 


fundamentally reformed, abandoning 
the old principle of “democratic cen¬ 
tralism” (the enforcement of obedi¬ 
ence by lower party bodies to the dik¬ 
tat from the top) and promoting 
grassroots democracy Instead. 

The conservatives, who pay lip-ser¬ 
vice to the promised switch to a mar¬ 
ket economy, but who clearly detest it 
as a reversal of all their socialist prin¬ 
ciples, disguise their opposition to 
reform behind foe rhetoric of party- 
unity. Yet they have become increas¬ 
ingly open in their attack on the lead¬ 
ership in general, and by implication, 
Mr Gorbachev in particular. 

“Many Soviet people have lost faith 
in the party's capacity to take the 


Sponsoring 
the umpire 

■ Some of foe proposals 
approved by the International 
Cricket Council last week are 
even more radical than had 
previously been supposed. Not 
only will there be neutral 
umpires at Test Matches; there 
will be an off-thefield match 
referee who may be in touch 
with the umpires by electronic 
means. 

The referee will not be able 
to overrule a leg before wicket 
decision even if an instant tele¬ 
vision replay shows it to have 
been wrote, or at least not yet 
But according to Colin Cow¬ 
drey, the chairman of the ICC 
who has done much to pioneer 
the changes, that is where we 
may be in 10 years' time. 

Before we go on with the 
cricket, however, there is one 
major obstacle to be overcome, 
and that is funding. The ICC 
approved a plan for a panel 
of independent umpires for 
Test Matches among the top 
seven cricketing countries. 

It will cost about £400.000 a 
year to run. But there is at 
present no money in the game 
to finance that sort of activity. 

So the search is on for a 
sponsor. This will be con¬ 
ducted in a gentlemanly, 
word-of-mouth manner. Cow¬ 
drey hopes that some cricket- 
loving executive will be able 
to persuade his company board 
of directors to cough up. 

The rewards could be consid¬ 
erable in terns of publicity. 
There are about 35 test 
matches a year played around 
foe world, most of them in the 
English winter. The number 
will rise if cricket continues 
to advance as an international 
game. 

Test Matches also make very 
good television. And as we 
know from Wimbledon and 
the World Cup, the umpire or 
referee is an essential part of 
the television sporting scene. 
Sot only is he a talking point 
for commentators; he also 
makes crucial decisions, on 
some of which - to Judge from 
foe World Cup - the fete of 


Observer 


a nation almost seems to 
depend. It is essential that 
standards are high. 

Cricket so for has relied on 
neutral umpires supplied by 
the host country in a Test 
Match series. This may be Just 
about all right in England 
where there is a large supply 
of professional umpires with 
plenty of experience. It works 
less well in countries where 
experience is limited. 

Thus Test cricket, with the 
blessing of foe ICC, will go foe 
way of other sports. On top 
of the independent umpires, 
the aff-foe-fiekl referee will 
keep cm eye on events as they 
happen. It will be he, for 
instance, who might call for 
disciplinary proceedings 
against a player. The panel 
might be named after its spon¬ 
sors and the umpires could 
wear discreet company logos. 

More details should be 
known in October. Cowdrey 
tells us that the plane is down 
the runway. The aim is to have 
it flying for the England v 
West Indies series in England 
next summer. 


Apple’s men 

■There Is a splendid irony 
in the news, announced last 
week, that Apple Computer 
is hiring the general manager 
of Hewlett-Packard's personal 
computer division to run its 
US operations. 

Steve Wazniak, Apple’s co- 
founder. was working for Hew¬ 
lett-Packard when he designed 
the original Apple computer 
in his spare time. As H-P rales 
required, he offered the design 
to bis employers. They saw 
no future in personal comput¬ 
ing, and gave turn a waiver 
allowing him to pursue the 
project hims elf. SO he and 
Steve Jobs, Apple’s other 
founder, started up their first, 
production line in a Silicon 
valley garage, just as David 
Packard and BUI Hewlett had 
done forty years before. 
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“Back to the drawing board.” 

Now, Apple, a corporate 
Incarnation of foe antithesis 
of established electronics 
industry attitudes, is reaching 
out for an infusion of new 
management talent to Hew¬ 
lett-Packard, the company that 
originally turned down the 
project on which it built its 
name. 


Threatening 

■ Standard Chartered, one of 
foe few UK institutions to be 
represented in Cameroon, the 
land of England's World Cup 
opponents yesterday, had a 
curious request from its local 
medical adviser a couple of 
days before the match. 

It was for a “fresh lock of 
hair from the most powerful 
Englishman we know" and 
“a branch of fresh leaves from 
the most potent tree we know 
of in England”. The message 
suggested that Rodney Galpln, 
Standard's chairman, supply 
foe first, and that foe care¬ 
taker of Standard's Bishops- 
gate headquarters provide the 
second from the bank's leafy 
atrium. 

The latter part of the mes¬ 


sage was more ominous. It was 
a reminder that the forebears 
of some of the English players 
5 till live in Africa. “Arrange¬ 
ments have been made on this 
side to have invisible pygmies 
visit their villages as of Satur¬ 
day June 3a. Their activities 
on their ancestors will depend 
on tbc performance on Sun¬ 
day.” 


Semi colon 

■ Lord Hallsham wrote in a 
political pamphlet many years 
ago: "Conservatives do not 
believe that politics is the most 
important thing in Jife...The 
simplest of them prefer fox¬ 
hunting, the wisest religion." 

He recalls in his memoirs, 
published this week, that for 
years afterwards even foe most 
educated people would accuse 
him of having claimed that 
foxhunting was the wisest 
form of religion. IT ever there 
was a case for a semi-colon, 
that is it. 


Guards pic 

■ A Guards officer has come 
up with a plan that would com¬ 
bine the best of defence cuts 
with the best of privatisation. 
He reckons that the Guards 
and the Household Cavalry 
are the only members of Her 
Majesty's forces rich and well- 
connected enough to organise 
a management buy-out. They 
could depend on numerous 
ex-officers In the City to help. 
The Go\*cmmcnt would then 
be charged for their services 
like Trooping the Colour, 

Guard duty at Windsor and 
their tours In Northern 
Ireland. If successful, they 
would offer their services 
abroad and seek a quotation 
on the Tokyo Stock Exchange. 


Broken glass 

■ How many members of foe 
Militant Tendency docs it take 
to change a light bulb? It’s no 
use trying to change it. You've 
got to smash it. 


6 Z suppose the usual 
rules apply at Henley - 
my hemline down to the 
knee, and your Clicquot 
up to the brim? 7 
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country out of its grave condition,” 
Mr Folozkov declared after Ms elec¬ 
tion. “In this I do not see a crisis of 
the Communist Forty, but rather a 
crisis of its leaders.” 

The radicals maintain that any pos¬ 
sibility for compromise embracing 
both themselves and the conserva¬ 
tives has vanished. 

“Gorbachev will find it very tough," 
says Mr Vladimir Lysenko, a co-ordin¬ 
ating committee member of the Demo¬ 
cratic Platform. “The possibilities for 
compromise, which have been Mr 
Gorbachev’s main tactical weapon 
throughout perestroika, are now vir¬ 
tually exhausted.” 

He believes that a split will only be 
prevented “if the centre and Gorba¬ 
chev swing decisively to the left, mak¬ 
ing it possible to keep up the demo¬ 
cratic momentum in the face of a 
right-wing threat” 

That is exactly what senior party 
officials have been hinting in the last 
few days that the Soviet leader has in 
mind, amid a flurry of last-minute 
negotiations. “A coalition between foe 
centre and the right is not in ques¬ 
tion,” says a well-placed source. 

What is going for Mr Gorbachev is 
that the conservatives know they can¬ 
not win popular votes, at least m the 
big cities like Moscow, Leningrad, 
Sverdlovsk and Kiev, where so much 
of tbs political debate is dictated. The 
party bureaucrats have been consis¬ 
tently and roundly defeated whenever 
they have stood in genuine electoral 
contests. 

Nor do the conservatives have an 
alternative leader. Mr Ligachev is 
hugely unpopular, blamed for the 
anti-alcohol campaign, and now 
mocked for his failure to make any 
impression cm agriculture. If the party 
congress is well televised, it will dis¬ 
courage conservatives from harking 
back to the good old days before a 
national audience. 

Mr Gorbachev's strategy must be 
once again to call their bluffy and try 
to force them to maintain party unity 
by voting for reforms they really find 
to be anathema. 

He has to get victory on three 
fronts: on a new party policy, new 
democratic party rules, and finally, on 
a whole new leadership. 

Whatever happens^ everyone 
expects a huge turnover in personnel 
at the top. Mr Gorbachev is proposing 
a new structure, with a congress- 
elected party chairman and two depu¬ 
ties, while the general secretary’s job 
would be downgraded to that of first 
secretary, co-ordinating the imple¬ 
mentation of party policy. The old fur¬ 
tive politburo would be replaced by a 
much larger presidium, bringing in all 
15 republican party leaders, thus inev¬ 
itably "taking the party a much more 
federal structure. 

Given the balance of power in foe 
congress, foe chances of a very public 
split, with a large minority walking 
out, are slim. What is more likely is a 
conservative domination of the new 
central committee, and the Demo¬ 
cratic Platform setting out to form a 
new party, which might well be the 
first really serious challenger to party 
rump across the notion. 

In those circumstances Mr Gorba¬ 
chev may very well be forced to 
choose, if not at the Congress, then 
soon after. He has threatened to 
resign, if the party stops his reform 
process. That would leave him forced 
to rely on his executive authority as 
President, and without a political 
power base. Yet if a conservative vic¬ 
tory at foe Congress means that be 
quits the party sooner rather than 
later, perhaps foe reformers will have 
won in the end. 
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- WorW~Cap ia exceeding-aU - /J 
ffliect atuHB as a source: of popular. v JL . 
<HSb$dttaii; whilathfi political jg ■ 
preparing- to satisfy its more vainglo- 
rtous JtqiitwiieiibuBteflM fateTM. '. j 

tifln&l spofoghi > which 'srorng jtbsIi^-G- '■ ■' ■ 

. dgy from DnMlnto Rq nw ** Tt*iy tnofr - ■ H 
over- the prestdeapy af the European Of 

(Jomnmnity. . . ^ 

_ Indeed, the next Si* mpniiy offer a- 

rich- harvest of opportunities for: Italy 
to jut a modest mark on crucial 
events and to'-win -the iTffrffrn gtt^ fl V /- 

respect for which its .governments v 

crave. But with -the economy showing 
some signs of softening, a one day: 
genera l strfkeduenext week which . 
wiH.be the first over an industrial 
issue in eight years, -and the govern- 
meat's fiscal policy in estate-of near 
permanent distress, the coming period 
will also be the occasion for growing 
doubts about the nation's state of pre¬ 
paredness for the rigours of the inter¬ 
nal market 

The relationship between interna¬ 
tional infl u e n ce and domestic political ‘ 
vitality Is a cloudy one. Enormous - 
economic strides in the 1960s have 
established Italy as the world’s fifth 
industrial power, but in the view of 
most observers it still does not box in 
the political heavyweight division!. 

History and geography are part of the 
ex pla n at ion, but more crucial now is 
an international reputation for unsta- 
Wfi, lmderperfbmiog and unreliable, 
governments. • 

The Italian political - class as a 
whole is not visibly discomforted by 
this. It refuses to show indecent haste 
in passing legislation through parlia¬ 
ment to clear away, the backlog af 200 
or so EC . directives which are still not last dnrt 
allied in Italy. A change of culture, idency T 
rather than l egislatio n , will be needed an undei 
to improve Rome’s appalling record of way thr 
non-compliance with European Court ; general \ 
judgements. To some of Its EC part- adjust to 
ners, Italy’scommftmeptto Eu r ope a n entfrom 
union is more like a two dimensional that, moi 
film set, all Eurofoderalist feraflp awit of comm 
imdepth. lysed.hy 

Mr Gianni De Minhelfs. the Sooths 

Foreign Minister, whose flowing curls ' will alre 
and generous girth have helped to . when ft 
find him a global audience since his. on' July 
appointment a year ago, does not " Giulia A 
believe that such matters will prevent - exceeded 
Italy from preparing for, and exertis- post-war 
ing real influence over, the two inter- ’ moreovei 
governmental conferences on political the dom 
and economic anid monetary union (DC) 
which will meet in Rome in Decern-'. squabhlii 
ber.- Nor does be think that doubts said last 
about Italy's reliability will affect his resigned 
ability to organise the Community been so i 
around agreed positions in advance of the Coi 
the final round of the GATT negotia.- prompted 
turn, also in December, and of the iga to ap 
35 -nation Conference on Security and to behave 
Co-operation in Europe to be heM in the year. 
Paris. “We are now triple A,” he said • Mr Cos 
in an interview with foe Financial played w 
Times some months ago, “because onr tion hyst 
economy has carried us into that . bis recoil 
restricted group of important conn- of 10 ye 
tries, the G7." Prime Mz 

Nevertheless, the question which more tin 
many EC embassies in Rome axe seek- because 
ing to answer for their capitals this forced hii 
week is: “Will the present government ipated Ei 


A scoring chance on 
the diplomatic field 

As Rome assumes the presidency of the European 
Community, John Wyles reports on the growing doubts 
about Italy’s preparedness for the single market 



last during the six months of the pres¬ 
idency V Among the other 11, there is 
an »nrior s tgnriah 1p »iniwn that half¬ 
way through foe exercise the EC’s 
general affairs council may have to 
adjust to a presence altogether differ¬ 
ent’ from that of Mr De Michelis and 
that, much worse, Italy’s management 
of community affairs might be para- 
lysed by a domestic political crisis. 

Soothsayers with up-to-date charts 
will already have established that 
when ft celebrates its first birthday 
on July 23, the coalition led by Mr 
Giulio Andreotti will already have 
exceeded the average life-span of 
post-war Italian governments. It is, 
mo r eover, so rent by divisions within 
the dominant Christian Democrats 
(DC) and by inter-party 
squabbling that Mr Andreotti himself 
said last month that he would have 
resigned if the EC presidency had not 
been so htiminemL The importance of 
the Community role has even 
prompted President Francesco Coss- 
iga to appeal to the coalition parties 
to behave themselves until the mid of 
the year. 

- Mr Cossiga's anxiety to see the part 
played well and without mid-produc¬ 
tion hysterics may owe something to 
his recollections of foe EC presidency 
of 10 years ago. Then it was that 
Prime Minis ter Cosaiga had to endure 
more than a little embarrassment 
because a domestic political crisis 
forced him to postpone a highly antic¬ 
ipated European Council on Britain's 


EC payments problem. Now that the 
Community is anxious to be the lead 
designer for Europe’s new political 
and economic architecture, Italy’s 
image would undoubtedly be scarred 
if any equivalent appointments were 
missed. 

Ur Bettino Craxi. the man most 
likely to cause a political crisis, 
knows this well enough and will 
almost certainly refrain from giving 
Mr Andreotti the coup de grace until 
early next year. The Socialist 
Party leader needs no lessons on the 
importance of the EC presidency as a 
vehicle for personal and national 
promotion. He was prime minister in 
1985 and earned his European spurs 
during Italy's last sojourn in 
the chair by breaking with tradition 
and forcing a vote at the Milan heads 
of government summit on whether to 
call an intergovernmental 
conference to revise the Treaty of 
Rome. 

Since then, the smell of corruption 
and decay in Italian politics has defi¬ 
nitely worsened, leaving government 
and parliament seriously behind 
schedule in producing many of the 
basic reforms for preparing the coun¬ 
try for post-1993. New measures to 
sustain small and medium-sized busi¬ 
nesses, to open up foe banks to pri¬ 
vate capital, anti-trust regulations, 
curbs on insider trading and other 
financial market reforms have been 
delayed by every conceivable rear¬ 
guard action. 


This inactivity suggests a rather 
deep seated malaise which could cost 
Italy dearly in a world where political 
rhythms need to correspond some¬ 
what more closely to commercial and 
technological developments. But the 
proliferation of political parties and 
the domination of just two, the DC 
and the Socialists, defines foe prob¬ 
lems. 

The rivalry between the parties is 
scarcely regulated by electoral rhnira , 
because Italy’s excessively propor¬ 
tional system never allows foe voter 
to deter mine the composition of his or 
her government. However, issues 
move with the ebb and flow of foe 
tides in Italian politics until one day 
they are beached on the political 
agenda. Both electoral reform and the 
limitations on foe current time-wast¬ 
ing duplication of activities between 
foe two bouses of parliament seem to 
be heading for the shore under pres¬ 
sure from a growing popular demand 
for influence on the composition of 
governments and for altogether better 
government 

When Mr Ciriaco De Mita became 
prime minister in April 1988, he 
declared that the country’s “entire 
political system” was in crisis and 
warned that Italy’s continued partici¬ 
pation in the Community was threat¬ 
ened by “uncontrolled public spend¬ 
ing and an outrageous deficit”. He 
was looking back to a 1987 deficit of 
L114,i40bn or 11.6 per cent of gross 
domestic product, and would preside 


over its increase to L125,495bu (1L6 
per cent of GDP) in 1988. Political 
crisis and ejections meant that no one 
did much presiding over a 1989 deficit 
of LH3,5O0bn (11.3 per cent of GDP). 
This year's shortfall will be at leet* 
L135,000bn. 

Mr De Mita's contribution was to 
create a medium-term plan for curb¬ 
ing the deficit in nnmrnul terms and 
then reducing it as a percentage of 
GDP by 1992. Mr Andreotti’s govern¬ 
ment has, if anything slightly tough¬ 
ened the deficit reduction objective. 
Neither government nor pa rliament 
has done anything in the past five 
years to suggest that foe targets are 
remotely achievable. 

In some ways it is a tribute to the 
EC's success in diversity that in spite 
of its dubious economic qualifications 
it win be Italy which will present next 
December to the Intergovernmental 
conference a draft treaty on Economic 
and Monetary Union. Among other 
things, it will seek to create aof 
rules for all member states which 
would make it impossible for Italy to 
continue financing current spending 
by borrowing, and to allow the ratio 
of public debt to GDP (currently at 
par) to go on rising. 

This search for external sources of 
discipline, or alibis for controversial 
action, has long characterised Italy’s 
membership of the EC. This year the 
government has greatly expanded the 
potential sources of external pres¬ 
sures to act on the deficit by lifting of 
exchange controls and putting the lira 
in the Exchange Rate Mechanism’s 
narrow 2.25 per cent band. 

As time passes, it seems much more 
probable that only a financial crisis 
will force the parties to make the diffi¬ 
cult spending choices which they are 
evading, to introduce the administra¬ 
tive reforms of the health and pension 
systems which are being delayed, as 
well as to privatise areas of the public 
sector and to overhaul foe tax system. 

The possible humiliation of not 
being able to participate folly in the 
creation of a federal Europe could be 
another useful spur to achieve some 
of the changes Italy so badly needs. 
Poor public services, bureaucratic 
inefficiencies, inadequate infrastruc¬ 
tures, a grotesquely large public sec¬ 
tor, a huge North-South development 
gap and the nnrci«itin g creation of 
public debt are largely part of the 
same problem: the incapacity of the 
political system to confer clear 
rewards for good government and 
painful penalties for bad. 

Unless or until the Communist 
Party succeeds in creating a credible 
alternative to the left, the present 
crop of Italian ministers are now pos¬ 
sibly the only politicians left in 
Europe who need have no real fear of 
being turned out by the electorate. 
Dictatorships, even elective, usually 
collapse through their own inefficien- 
cies and so could the Italian version. 
More likely, however, is that the 
ambition of ordinary Italians to 
remain one of the European Commu¬ 
nity’s leading economic powers will 
force the poifitidans, by one means or 
another, to raise their game in the 
1990s. 


Lombard 


Why Thatcher is 
no Thatcherite 


M rs Margaret 
Thatcher's utter¬ 
ances during the 
Dublin EC summit have once 
more demonstrated that, what¬ 
ever else she is, she is not a 
Thatcherite. She is clearly as 
hostile -as she ever was not 
only to European monetary 
union, but to the Exchange 
Rate Mechanism of the EMS, 
which she has been pledged to 
Join since foe Madrid summit a 
year ago. It is not, however, 
this hostility which removes 
her from everything which is 
normally regarded as Thafech- 
erite economics, hut some of 
the reasons she gives for it 
At foe post-Dublin press con¬ 
ference she recalled past ster¬ 
ling crises when “your reserves 
dwindled, you then had to 
slash public expenditure, 
wages had to come down and 
unemployment went up rap¬ 
idly.” She also teased President 
Mitterrand for having allowed 
French unemployment to rise 
in pursuit of a D-Mark link, 
while the French President 
pointed out what had hap¬ 
pened to UK inflation in its 

absence. 

An innocent might suppose 
that the French Socialist and 
the British Conservative had 
changed places. The Thatcher 
time was almost identical with 
that of the Labour left which 
opposed foe Callaghan-Healey 
IMF package of 1976 on the 
grounds that it was putting 
jobs and growth at risk for the 
sake of sterling. Indeed, Mrs 
Thatcher found herself on 
Thursday afternoon in com¬ 
plete agreement with an impas¬ 
sioned statement by the former 
Labour minis ter Peter Shore, 
who has been a strong devalua¬ 
tionist as well as English 
nationalist, and in some agree¬ 
ment with Tony Benn. 

Mrs Thatcher’s stock exam¬ 
ples of the folly of fixed rates 
are the breakdown of Bretton 
Woods in 1971 and the British 
departure from the currency 
‘snake’ in 1972 after six weeks. 
She conveniently forgets that 
the British espousal of floating 
rates in 1972 was part of the 
Heath dash for growth, in 
which a fixed sterling rate was 
seen as an obstacle to spending 
ourselves Into prosperity 
through cheap money and 
higher public spending - the 
very thing s that Thatcherism 


By Samuel Brittan 


is supposed to be against. 

As for the Bretton Woods 
system, that gave the world a 
much lower rate of creeping 
inflation than it has had since 
its collapse, precisely because 
the fixed parity with the dollar 
acted as a safety catch against 
the simple-minded demand 
expansionism of the times. 
Bretton Woods broke down 
when the US financed foe Viet¬ 
nam war by inflationary means 
and thus disqualified the 
as an anch or currency. 

More Important than 
whether Mrs Thatcher Is a 
Thatcherite is the question of 
British good faith. The Prime 
Minister has insisted that there 
would be no locking in of cur¬ 
rencies in foe Exchange Rate 
Mechanism because “you could 
have one of those weekend ses¬ 
sions when you alter foe valua¬ 
tion of your currency. So there 
is no loCktng at all...and it 
would not work if there were.” 

This goes against the 
expressed intention of ERM 
members to avoid realign¬ 
ments (there have been none 
worth mentioning since 1987). 
Moreover, all EC members 
accept that the narrow 2V& per 
cent margin should be in force 
by the time Stage One is com¬ 
pleted at foe end of 1992. A 6 
per cent margin for Britain 
would be a transitional conces¬ 
sion, which after these 
remarks the British Govern¬ 
ment hardly deserves. 

Most important of all, join¬ 
ing the EMS amid talk of 
realignments would undo 
much of the benefit of member¬ 
ship. For which wage negotia¬ 
tors are going to be influenced 
by a currency peg which Mrs 
Thatcher insists can readily be 
withdrawn? It looks as if even 
after ERM entry the Cabinet 
level about whether to 

peg sterling will continue; and 
Mrs Thatcher's reiterated pre¬ 
dictions about foe breakdown 
of foe System may be self-ful¬ 
filling - but only for Britain. 
More likely, the Prime Minister 
will not find it as easy to 
devalue as she supposes, but 
foe UK will have to undergo, 
as France did, an unnecessar¬ 
ily severe period of rising 
unemployment to achieve cred¬ 
ibility. Either way the political 
and economic cost, unless Cab¬ 
inet government is reasserted, 
could be huge. 




Letters 


‘Were 364 economists so wrong?’ 


From -Mr John Skepperd. 

Sir, A myth has grown up in 
recent years - a myth that the 
364 economists were wrong. 

It hardly needs to be said 
who the 364 were, and what 
they did that made them col¬ 
lectively famous (or infamous). 
They put their names to a 
“Statement on Economic Pol¬ 
icy” which appeared in The 
Times in March 1981. Their 
view was that economic policy 
was misguided, and that a 
change of direction was 
required. 

As is often the case with 
economists, their timing was 
poor. The Central Statistical 
Office placed the trough of the 
early 1980s recession in Janu¬ 
ary 1981. Although there is no 
way foe 364 could have known, 
activity was picking up by the 
time the statement was pub¬ 
lished. 

Since then, a politician has 
only had to mention the 364 to 
deflect any academic criticism 
of policy. It has become an 
effective shorthand way of ridi¬ 
culing ivory-tower academic 
theorising: 

The recent study from the 
Institute of Economic Affairs 
(TEA), “British Economic Opin¬ 
ion,” cites foe statement by the 
364 to illustrate the poverty of 
economic thought in the UK, 
and to show how out of touch 
economic thinking was (and 


still is) with current economic 
policy. 

Arid yet, were the 364 econo¬ 
mists really so wrong? Two 
specific points they made have 
been ridiculed. The first was 
that “there is no basis in eco¬ 
nomic theory or supporting 
evidence for foe Government’s 
hpHjaf that by deflating damanri 

they will thereby bring infla¬ 
tion permanently under con¬ 
trol.” 

This looks better today, with 
inflation heading back into 
double figures, than it did a 
couple of years ago. The 
emphasis on no permanent 
improvement in inflatio n was 
well-founded, given that we are 
now going through another 
attempt to reduce inflati on by 
slowing the growth of domestic 

itonsmfi. 

The other specific point was 
that “policies will deepen the 
depression” - a depression 
that was be ginning to lift as 
the 364 wrote. But the remain¬ 
ing substantive point was true; 
foe intensity of the 1980-81 
recession was in part caused 
by UK government policies, as 
members of the government at 
that time have admitted. 

The statement concluded 
that “the time ban come to 
reject monetarist policies” and 
to consider alternatives. 

This is the heart of the mat¬ 
ter. As was clearly appreciated 


Practical problems with the Ecu 


FVwn Mr Stewart Vaughan. 

Sir, You quote Mr John 
Major, the UK Chancellor 
(June 21): “Ecu bank notes 
could provide a natural cur¬ 
rency for tourists and business 

travellers. The idea could catch 
the popular imagination ...” 

Does he believe that retailers 
are going to price all their 
goods in two currencies, local 
and Ecu, with a till for each? 
What Is the owner of the Lake¬ 
land pub or the Provencals 
brasserie going to do with Ecu 


takings? Deposit them in a sep¬ 
arate Ecn bank account? 
Change them into local cur¬ 
rency at note exchange rates? 
Or will hapless staff or suppli¬ 
ers be persuaded to accept pay¬ 
ment in Ecu notes? Sometime 
the accounts will have to con¬ 
vert Ecu to local currency - or 
will the proprietor send two 
cheques with the VAT return 
- an Ecu cheque on Ecu sales, 
and a local currency cheque? 

To quote prices in Ecu has 
obvious advantages for inter- 


at the time, the statement by 
the 364 was an attack on mone¬ 
tarism- The rest was window 
dressing. 

The history of policy since 
the statement has been a 
movement away from monetar¬ 
ism and a search for an alter¬ 
native. The end of serious mon¬ 
etary targeting came in 1985. 
We have yet fully to embrace 
foe only realistic alternative, 
an exchange rate target - 
although the time is almost 
right (or ripe). 

The 364 were correct in their 
attack on monetarism, which 
did not deliver the goods. It 
remains to be seen whether foe 
Exchange Rate Mechanism 
(ERM) will bring the change in 
inflation expectations in the 
labour mar ket that foe UK 
economy so desperately needs. 

The true criticism of the 364 
is not that they were wrong, 
but they did not have the cour¬ 
age of their convictions. A 
more active participation in 
the policy debate by some of 
the distinguished names 
among foe 364 might have 
helped avoid some of foe policy 
mistakes that have been made 
in the years since they last 
stuck their collective head 
above the parapet. 

John Shepperd, 

Chief Sterling Bond Economist, 
SG Warburg Securities, 

1 Finsbury Avenue, EC2 


European trading companies 
wishing to limit currency 
risks. By its definition, foe Ecu 
will fluctuate less than any of 
its constituents. But to suggest 
that its use as a parallel cur¬ 
rency for retail sales would be 
a “first practical step 
towards . . . building 
up ... foe Ecu” indicates a 
lack of understanding of foe 
real world. 

Stewart Vaughan, 

SS Avenue de la Repubdque, 
Paris, France 


Clean and fresh at the other end of the world 


From Mr Pattrick SmelHe. 

Sat, What is eating your edi¬ 
torial writers that their opin¬ 
ion of New Zealand is so 
harsh? 

First comes a petulant attack 
on Norwich Union far its pur¬ 
chase of State Insurance; you 
more or less claim that New 
Z ealand is so small and point¬ 
less that It is almost a-wouder 
that anyone lives there. 

Then, an equally unkind 
raspberry for foe US purchase 


of half of our telecommunica¬ 
tions system, at a very credit¬ 
able price. 

The only rational explana¬ 
tion for these outbursts is 
pure, green envy. After all. 
New Zealand now has an infla¬ 
tion rate running at about half 
foe UK’s - and considerably 
lower home mortgage Interest 


New Zealand also has a tele¬ 
com system which can at least 
attempt some sort of real com¬ 


petition, instead of foe tangled 
skein of regulations tied 
around the throat of any rival 
to British Telecom. 

Could it be that the toxic air 
of Europe has poisoned your 
leader writers’ minds - an 
impossible occurrence in the 
dean, fresh atmosphere we 
eqjoy at this end of the world? 
Pattrick Smefiie, 

Christchurch. Press, 
Parliamentary Press Gallery, 
Wellington, New Zealand 


Private clients 
still matter 

From Mr Hugh Marsden. 

Sir, You comment (Lex, June 
25) an the matter of allo cating 
blame for any poor perfor¬ 
mance of British industry and 
its financial structure vis a vis 
the shareholder and foe City of 
London. 

The comparison between 
companies is difficult enough, 
and between countries even 
more so, hut there are some 
features in common which you 
do not discuss. 

Surely the private share¬ 
holder deserves a mention. 
Indeed, the smaller percentage 
of direct investment by private 
shareholders over the last few 
decades has been a noticeable 
and disappointing feature. 

I am a private client stock¬ 
broker. Most of my clients 
invest their money for two rea¬ 
sons: to preserve their purchas¬ 
ing power against foe ravages 
of infla tion; and to provide 
increasing income. 

There are risks in buying 
shares as against T^nrii^g ’ the 
money to a bank or buying 
long term debt, and conse¬ 
quently the rewards of success 
must be increased dividends 
and capital values, If one was 
successful the whole time, 
there would be no need for 
above average performance to 
make up for relative failures. 

You fail to recognise that 
over many years corporate life 
has tended to favour manage¬ 
ments’ cushioned existence at 
foe expense of shareholders. It 
does no harm - at times - to 
have “a push from behind.” We 
all need incen ti v e s; none more 
so than private shareholders 
who take a risk. 

As a trading nation the UK 
must never forget that it relies 
on individuals. You ignore the 

private shareholder and his or 
her needs, 

I might go even further. I 
might suggest that the Govern¬ 
ment has laden the private 
shareholder with all sorts of 
disadvantages, from very 
expensive and cost ineffective 
regulations (through the impo¬ 
sition of the regulatory bodies) 
to artificial schemes such as 
personal equity plans (PEFs). 
This sort of thing tends to 
divorce yet further foe private 
shareholder from direct con-, 
tact with management - and 
impose extra layers of costs, 
which benefit the professional 
managers before the private 
investor receives any reward. 
Hugh Margin , 

29 Abbotsbury Rood, Wl4 



ONCE A 

PERSONAL INVESTMENT 
SERVICE IS NO LONGER 


PERSONAL, 
YOU MISS IT 


Recent developments in the City may have meant 
that you have found yourself no longer able to do business 
on the same personal basis that you have enjoyed in 
the past. 

At Coutts we pride ourselves on our rapport with our 
customers. For almost three hundred years we have 
offered financial advice to individuals who have had a 
need for dependable service combined with integrity and 
expertise. 

If you are interested in our personal investment 
service please telephone us on 071-753 1000 or use the 
coupon below. 


lo: Richard Schroder, Courts &. Co. 440 Strand, London WC2R 0QS, 
Please provide me with details of your personal investment services. 


Name. 



Address. 


Postcode. 


.Telephone No.. 


440 Strand, London WC2R 0QS. 
Member oflMRO. 
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PORTUGUESE ECONOMY 


Lisbon ponders thorny question of ERM 

Patrick Blum examines a dilemma complicated by political as well as economic factors 

W ith anxious eyes to favour an earlier move. On further tightened foreign bor- 16 per cent in 1988. Exports per cent. The central bank’ 
focused on London June 6, he sent demand for the rowing by forcing companies rose faster, by 26 per cent, but latest measures will add ti 
and Madrid, Portugal escudo soaring when he unex- to deposit with it at no interest the trade deficit remained that burden. 


W ith anxious eyes 
focused on London 
and Madrid, Portugal 
is wrestling with the question 
of when to join the exchange 
rate mechanism (ERM) of the 
European Monetary System. 

Political as well as economic 
considerations have made a 
decision more difficult in spite 
of a broad consensus over what 
constitutes the right circum¬ 
stances - namely a reduction 
of the inflation differential 
between Portugal and its Euro¬ 
pean Community partners. 

So far. efforts to bring infla¬ 
tion below 10.5 per cent have 
failed. In May the annualised 
rate reached 12.S per cent, or 14 
per cent on a year-on-year 
basis, more than double the EC 
average. Such a level is consid¬ 
ered an obstacle to immediate 
membership. 

Mr Jose Alberto Tavares 
Moreira, governor of Banco de 
Portugal, the country's central 
bank, cautions against an early 
entry. “In my view it is too 
early to join: I don't see this 
before the end of 1S91,” he said. 
“We need a dear reduction of 
inflation to below 10 per cent 
Tbat is the minimum 
required." 

The Government may have 
other ideas. Mr Anibal Cavaco 
Silva, Prime Mini ster, appears 


to favour an earlier move. On 
June 6, he sent demand for the 
escudo soaring when he unex¬ 
pectedly declared tbat Portu¬ 
gal's entry into the ERM “was 
not very far away.” 

This was widely interpreted 
to mean that the escudo would 
Join on July 1, encouraging 
speculation and capital inflows 
which reached over $L2bn in 
the ensuing fortnight 

Most was short-term money 
attracted by high local interest 
rates and the escudo’s stabil¬ 
ity. The market moved on 
expectations of a firmer Portu¬ 
guese currency once it joined 
the ERM. Portugal maintains a 
crawling peg, allowing the 
escudo to depreciate three per 
cent a year. 

Denials rapidly followed Mr 
Cavaco Silva’s declaration but 
with little effect. The market 
appeared to believe this was a 
ploy to discourage speculation. 

As a result, the central bank 
on June 22 advised financial 
institutions that it would curt) 
the volume of capital inflows 
by suspending for 90 days all 
capital swap operations by 
non-residents. These had 
become a major avenue for the 
circumvention of tight mone¬ 
tary controls and regulations 
over external credits. 

Last Friday the central bank 


fiuther tightened foreign bor¬ 
rowing by forcing companies 
to deposit with it at no interest 
the equivalent of 40 per cent of 
any new loans from abroad. 

These moves were a step 
backwards by the authorities 
from earlier measures to liber¬ 
alise the financial system, but 
the central bank was under 
strong pressure to respond. 

“The inflow of short-term 
currency was playing havoc 
with the money simply- Over¬ 
heating was so great that they 
(the authorities} had to do 
something;” a foreign banker 
said. 

A lthough the rush into 
escudos was at first 
seen as a vote of confi¬ 
dence, not everyone relishes 
the prospect of an appreciating 
currency. Local exporters 
already complain that the 
escudo is overvalued and say 
its rise would threaten the 
international competitiveness 
of Portuguese products. It 
would also encourage imports 
and further undermine efforts 
to reduce the trade deficit 
Economic growth - at about 
5.5 per cent last year and set to 
reach about 4 per cent this 
year - has boosted internal 
demand. In spite of measures 
to curtail credit and consump¬ 
tion, imports still rose by near 


16 per cent in 1988. Exports 
rose faster, by 26 per cent, but 
the trade deficit remained 
almost unchanged at Es979bn 
($U2bn). 

Initial figures this year show 
a worsening trade balance. 
Between January and April, 
exports grew by nearly 22 per 
cent, but imports, rising by 
20.4 per cent, have picked up 
again, suggesting that last 
year's relative success in hold¬ 
ing back consumption may be 
faltering. 

“There is strong pent-up 
demand for consumer goods, 
and the Government's efforts 
to control consumption 
through credit controls is not 
working any more because peo¬ 
ple are simply saving less in 
order to buy more,” said Mr 
Tavares Moreira. 

Unless the picture p-Viatig p* 
during the year, it will add to 
the Government’s inflation 
worries. Companies face the 
prospect of much tougher com¬ 
petition with the completion of 
the European internal market 
in 1992. 

A stronger escudo could be 
the last straw for many busi¬ 
nesses which already suffer 
under the burden of high local 
interest rates. The prime corpo¬ 
rate rate for first class borrow¬ 
ers currently stands at 21-24 


Bush proposes technical help for Moscow 


By Peter Riddell, US Editor, in Washington 


PRESIDENT George Bush will 
this week propose to other 
western leaders a package of 
technical assistance and 
co-operation to help the Soviet 
Union move towards a market 
economy. 

The plan will not include 
direct financial aid, which the 
US. along with Japan, rinwarfa 
and Britain, opposes at this 
stage. This opposition stems 
partly from political reasons, 
but also from the view that it 
is best to wait until the Soviet 
Union has put economic 
reforms in place. 

US proposals will be put to 
western allies at the 16-nation 
Nato summit in London this 
Thursday and Friday and at 
the annual meeting of the 
Group of Seven leaders in 
Houston. Texas, starting in a 
week's time. 


Mr Nicholas Brady, the US 
Treasury Secretary, has said 
the Administration will 
“actively try to be of help in 
providing technical assistance 
to the Soviet Union as it turns 
into a market economy.” 

Among the options being 
considered is some form of 
closer involvement by the 
Soviet Union with the Interna¬ 
tional Monetary Fund and the 
World Bank. This might be 
s imilar to the observer status 
the Soviet Union has just been 
granted at the General Agree¬ 
ment on Tariffs and Trade. 

There is no provision for a 
countrv to have observer sta¬ 
tus at the IMF and World 
B ank, but some arrangement 
to allow the Soviets to see how 
these institutions work has 
been suggested. This would be 
part of the closer integration of 


the Soviet Union with the 
west, though full Soviet mem¬ 
bership of the IMF is some way 
off. 

Among other ideas being 
floated are the provision of 
experts to help Moscow 
develop a private housing 
industry, private banking and 
a stock market and of advice 
on management training and 
accounting programmes. 

Mr Bush, who is due to con¬ 
sult today with his leading for¬ 
eign policy advisers at his Ken- 
nebunkport holiday home in 
Maine, wants to ensure that 
the US offers positive support 
to Soviet economic reform. He 
also wants to avoid a divided 
western position. 

US officials are working on a 
multilateral approach which is 
likely to endorse the provision 
of technical advice as well as 


acknowledge the special posi¬ 
tion of the Bonn Government 
in providing short-term credits 
to Moscow. 

The Houston summit may 
follow the lead of last week’s 
European Community meeting 
in Dublin and request further 
study of Chancellor Helmut 
Kohl's proposed Sl5bn aid 
package for the Soviet Union. 

Personal representatives of 
the Houston summit leaders 
(from the US, Japan, West Ger¬ 
many, Britain, France. Italy 
and Canada) met in New York 
at the weekend to discuss not 
only assistance to the Soviet 
Union, but also the current 
Uruguay Round trade talks 
and how to advance discussion 
on the e limina tion of green¬ 
house gases. 

US proposes nuclear shell 
withdrawal, Page 3 


Gorbachev to urge overhaul of party policy 


By Quentin Peel in Moscow 

PRESIDENT Mikhail 
Gorbachev will today challenge 
his ruling Communist Forty to 
overhaul its entire party policy 
and structure in the face of a 
drastic slump in its national 
prestige. 

He will attempt to persuade 
an overwhelmingly conserva¬ 
tive party congress to jettison 
79 jcars of Marxist orthodoxy, 
or collapse in division and dis¬ 
array as the Soviet Union 
moves to a multi-party system. 

The crucial meeting of 
nearly -.TOO party delegates 
u hirh :;pi?ns in Moscow today 
nruscnUi the Soviet leader with 
rrohabiy the greatest political 
test since he came tu power 
more tsar, five years ago. 

He Ltces a rising conserva¬ 
tive 1'r.cklash from the 
fiiiMitns officials, m his ruling 


party, growing public dissatis¬ 
faction at the rapidly deterior¬ 
ating economic conditions in 
the country, combining soaring 
wages and declining output, 
and nationalist demands for 
ever greater autonomy in the 
outlying Soviet republics. 

Amid a flurry of calls for 
party consolidation and unity 
from Mr Gorbachev and his fel¬ 
low party leaders, including 
leading conservatives such as 
Mr Yegor Ugachev. radicals in 
the party nave warned that 
they arc certain to walk out If 
sweeping democratic changes 
are not approved. 

The chances of a deal 
between Mr Gorbachev and the 
reformers appeared to grow at 
the weekend, alter a meeting 
between the Soviet leader and 
Mr Boris Yeltsin, the Russian 


federation president and bis 
most radical critic. 

Pro-democracy critics of the 
party establishment joined 
forces at the weekend to form a 
Democratic Unity bloc combin¬ 
ing the Democratic Platform 
and Marxist Platform, two 
small minority groups among 
congress delegates. 

Three key issues have to be 
decided by the party's 28th 
congress, held a year ahead of 
the normal timetable because 
of the accelerating political 
and economic crisis. 

Mr Gorbachev and his allies 
are proposing a new party pol¬ 
icy, abandoning all references 
to the class struggle, and even 
to Marxism-Leninism, and 
instead promoting the “needs 
of the individual." the sanctity 
of p ro perty, including private 


property, and the switch to a 
market economy. 

They have put forward new 
draft rules, which allow far 
greater Influence to grass-roots 
party organisations, and hori¬ 
zontal links as well as vertical 
links to promote greater 
democracy. However the draft 
is still rejected by party radi¬ 
cals because It maintain* the 
principle of “democratic cen¬ 
tralism” which enforces strict, 
obedience (o the decisions from 
the party leadership. Party fac¬ 
tions would also be banned. 

Finally, congress must elect 
a new party leadership, includ¬ 
ing the proposed new post of 
chairman, who would become 
the party leader instead of the 
general secretary. 

Communist party's Waterloo, 
Page 12 


European railways plan telecoms network 


By Hugo Dixon in London 

WESTERN Europe's railways 
are cc aside riaa a plan to build 
s pan-European teieconununi- 
r.ilirr.r network alongside 
their tracks to compete with 
the systems run by Europe's 
telephone companies. 

The Trr.cn Internationale des 
Citcmir.s- tie for tUlO. the Euro¬ 
pean railway club, has 
approached several private 
telephone cum panics - includ¬ 
es p Cable and Wireless of the 
el-v. Snuun's Re cal Electronics 
oi?ii put oral US telecomm unca- 
iinru. carriers - with the idea. 
Or.;? possibility is that a pri- 
vr.w telephone company would 


provide its experience in run¬ 
ning phone networks in return 
for taking a stake in the ven¬ 
ture. 

The railways have extensive 
telecommunications networks 
running beside their tracks. It 
would be fairly easy to upgrade 
these into a pan-European net¬ 
work because their tracks go 
into the centre of almost every 
town in Europe. They are used 
for sigimliing and internal 
communications. 

A pan-European phone net¬ 
work run by the railways could 
bring down the prices of inter¬ 
national calls throughout 


Europe, which are now 
between two and three times 
costs, by providing more com¬ 
petition on long-distance 
routes. However, such a plan is 
likely to be resisted by the 
phone companies, which in 
most countries are run as pub¬ 
lic sector monopolies. 

Mr Peter Borer, British Rail's 
director of telecommunica¬ 
tions, said the U1C had a work¬ 
ing group which was expected 
to report on the project's via¬ 
bility in three to four months. 
“It is clearly very interesting 
to do something on a pan-Euro¬ 
pean level," he said. 


BR has already said that it 
wants to compete with British 
Telecom and Mercury Commu¬ 
nications in the UK telecom¬ 
munications market. It will be 
asking the Government to give 
it freedom to sell use of its 
phone network to the public 
when the BT,'Mercury duopoly 
is reviewed in November. 

BR’s phone network has 
2,000 kilometres of fibre optic 
cables. 150 computerised 
switches and 63.000 extensions. 
When the Channel tunnel is 
completed in 1993, BR’s phone 
network will be connected to 
the networks of its counter¬ 
parts in the rest of Europe. 


WORLDWIDE WEATHER 
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Continued from Page 1 
“I never thought the state 
would allow such a thing.” be 
grumbled. 

Mr Fritz Hofer. another local 
resident, criticising the flood 
of tourist bases, said: “We 
have nothing against the open¬ 
ing between East and West, 
but I don’t like the way it's 
been done." 

As Mr Theo Walgd, the 
Bonn Finance Minister, 
entered a savings bank In East 
Berlin's Leipzigrr Strasse for a 
giad-handlng midday Inspec¬ 
tion tour, a middle-aged man 
sitting at a nearby cafe whis¬ 
tled derisively. 

One made an unflattering 
comparison with East Ger¬ 


many's former, unlamcntcd 
C ommunist leaden 

“It's the same circus as 
when (Erich) Honecker used to 
show op." 

Mr Waigel, however, was In 
irrepressible mood, 
distributing bouquets of roses 
and fircesias to the bank staff 
and thanking them for their 
hard work In doling out the 
D-Marks. 

An ll-year-old East Berlin 
girl, Dana, shepherded in for a 
photo opportunity, was 
advised to Invest her D-Marks 
in bonds from the German 
Unity Fund, 

"What you invest now will 
be for Germany's future 
good," he declared. 


per cent. The central bank’s 
latest measures will add to 
that burden- 

All of which presents the 
Portuguese authorities with a 
dilemma. Portugal has shad¬ 
owed British hesitations about 
the ERM, but Britain now 
appears closer to joining, and 
Lisbon does not want to be left 
out in the cold. 

The experience of Spain is 
also being studied closely, 
although Portugal's inflation 
now stands at about double 
that of its neighbour when it 
joined the ERM, and Spain had 
by then already undertaken 
some tough economic restruct¬ 
uring. 

Joining the ERM will involve 
some painful adjustments, 
including more adherence to 
tough monetary discipline and 
a greater effort to control the 
budget deficit, now standing at 
abont 7 per cent of gross 
domestic product 

Political considerations 
therefore appear to work 
against Portugal joining before 
general elections, due in the 
second half of 199X. However a 
move by Britain before then 
could compel Portugal to fol¬ 
low and provide the Govern¬ 
ment with an excuse for unpo¬ 
pular measures that would be 
involved. 


Pathe sued 
by Time 
over MGM 
takeover 

By Alan Friedman 
in New York 


TIME WARNER, the US media 
and entertainment group, has 
launched a lawsuit against 
Pathe Communications for 
breach of contract, in a spec¬ 
tacular about-face that could 
sink Pathe’s proposed S1.3bn 
takeover of MGM/UA, the Hol¬ 
lywood studio. 

Time Warner was to have 
supplied Pathe with a crucial 
SGSOm loan towards the MGM/ 
UA takeover, In exchange for 
obtaining the worldwide film 
and video distribution rights to 
Pathe and MGM movies and 
the United Artists library of 
film titles. 

An angry Time Warner at 
the weekend accused Pathe of 
creating a “smokescreen” to 
hide a series of allegedly mis¬ 
leading statements. The com¬ 
pany claimed Pathe had 
secretly sold S50m of film 
rights - Including those for 
the forthcoming film of John 
Le Carre's The Russia House 
- even though these had 
already been contracted to 
Time Warner. 

The US media and entertain¬ 
ment giant Is seeking at least 
$100m in damages from Pathe 
plus court costs and punitive 
damages. 

The Time Warner lawsuit, 
filed on Friday evening in the 
Superior Court in Los Angeles, 
comes nearly three months 
after Time Warner agreed to 
back Mr Giancarlo Parrctti, the 
controversial Italian financier 
who controls Pathe. 

Mr Parrctti could not hi* 
reached fur comment yester¬ 
day. 

Mr Steve Ross, chairman of 
Time Warner, has come under 
a storm of private criticism in 
the film industry and his com¬ 
pany has been placed on crcdi- 
twatch by Standard £ poor's, 
the rating service, since it 
agreed to back Mr Furrotti’s 
lender offer for MGM 

Mr Parrctti. who for months 
has claimed to be a personal 
friend of Mr Ross even though 
the two men barely know one 
another, has also been critic¬ 
ised around the world becau.sc 
of scepticism about the origin 
or his hinds. 

Thu Pathe chief, a former 
waiter from Orvieto in central 
Italy, was sentenced in April to 
nearly four years in prison 
after being convicted in Naples 
of fraudulent bankruptcy. He Is 
appealing against the convic¬ 
tion and has denied nil allega¬ 
tions about improprieties in 

the source of his runds. 1 

A highly placed individual ; 
dose to Time Warner claimed i 
that Pathe lawyers had sent ! 
"threatening letter*" to Time 
Warner concerning ;tr. prom¬ 
ised SffiOm loan, lie also said 
Pathe bad failed tu supply 
promised legal and solvency 
opinions, had failed tn come up 
with 5600m of equity of its own 
for the MGM deal and stands 
in breach of three i.nntrnrt!:. 

• An April 9 cun tract, fur 
Pathe and UA libraries that 
Pathe is alleged to have broken 
by its amended June 21 merger 
deal with MUM. 

• An oral agreement giving 
Time Warner exclusive liiiMtri- 
ca! distribution for Pathe films. 

• A March li home video 
rights deal that Time Warner 
.suvs was signed at Mr Parrot- 
U\n pcn.unai request. 


THE LEX COLUMN 


When interest rates 



are rising 


German monetary union is one 
of the most momentous events 
for Europe’s financial system 
since the war. It also poses 
questions for the world econ¬ 
omy as a whole: above all, how 
much a unified Germany will 
add to the demand for Invest¬ 
ment funds. The assumption in 
the markets has been that 
demand for industrial recon¬ 
struction will be immediate, 
not only in Germany but in 
eastern Europe as a whole. 
There could be an element of 
wishful thinking here. The 
investment upsurge of the late 
1980s In most of the developed 
nations may now be coming to 
an end. A fresh burst of invest¬ 
ment In the east would be a 
very handy stimulus for con¬ 
tinued growth in the world 
economy. 

Over the long hanl, funds 
will not be invested in the east 
unless the returns on capital 
invested there are at least as 
high as elsewhere. This is by 
no means a foregone conclu¬ 
sion. East Germany will start 
with three advantages over 
other developing countries: a 
hard currency, a relatively dis¬ 
ciplined banking system 
imported from Frankfurt, and 
the Bundesbank to police infla¬ 
tion. Manufacturers like Man- 
nesmann have have seen their 
foreign earnings suffer lately 
because of the economic tur¬ 
moil in Brazil, in the past a 
frequent recipient of West Ger¬ 
man capital. With that experi¬ 
ence behind them, it is easy to 
see why Leipzig looks a better 
bet than Sao Paolo. 

But the case is not entirely 
proven, tn particular, all the 
publicity about joint ventures 
with East Germany's former 
state combines may mislead 
some into thinking that every 
business will want to join the 
Drang nach Osten. Banks and 
insurers are keen to sign up 
customers; but those are busi¬ 
nesses where capital invest¬ 
ment is modest, overseas com¬ 
petition muted and 
quasi-monopoly profits still 
possible. Some mainstream 
industrial companies, like the 
car-makers, may rush to 
invest; but chemical and steel 
companies are much more 
wary. For most, the decision 
whether or not to go east will 
rest on labour costs. 

The evidence here is patchy. 
If post-union unemployment 
rises 14-fold in East Germany 
to 1.8m, as the West German 
economics ministry predicts, it 
should in theory hold down 
wage rates. But the evidence of 
regional policy in the UK, for 
example, is that on area can 
have high local unemployment 
without the price of labour fall¬ 
ing. And a key figure to watch 
in Germany over the coming 
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months will be the level of 
migration from east to west. It 
may be that workers in Dres¬ 
den will simply not tolerate 
earning less for the same hours 
than those in Dortmund. 

From an investment view¬ 
point, two more factors muddy 
the waters. One is the resil¬ 
ience of West German equities. 
Since February's collapse, Ger¬ 
man benchmark bond yields 
have stayed in a trading range 
between 8.5 per cent and 9 per 
cent Equities, by contrast, are 
still up by nearly a tenth since 
the start of the year. This 
could be read as a very positive 
signal about the long-term ben¬ 
efits German unification might 
bring for corporate profits. Or 
it might just reflect the fact 
that West Germany's GNP is 
still growing in real terms at 4 
per cent per annum, with the 
prospect of a sudden one-off 
uptick in profits in consumer 
goods and construction. 

That leaves politics. If unem¬ 
ployment rises too sharply in 
the east as pan-German elec¬ 
tions draw near, the ruling 
coalition may have an incen¬ 
tive to offer more generous 
social benefits. The recurring 
danger in the 1990s from an 
investors' point of view is that 
German governments will try 
to head off discontent in the 
east by shrinking the share of 
the economy that goes into cor¬ 
porate coffers. 

Japan 

In the midst of the specula¬ 
tion about German unifi cation, 
it has gone almost unnoticed 
that Japan is also on the brink 
of further monetary tightening. 
In some respects this is even 
more worrying, since it means 
that the world's only other 
major lender is intensifying 
the competition for global 
savings. This limits the poten¬ 
tial for lower US interest rates, 
and removes one of the main 
props underpinning the near 
one third rise in Wall Street 
over the past year. Indeed, if 


the sharp drop in gfobal.bond 
markets in the first quarter 
really was triggered by. the col¬ 
lapse in the Japanese bond 
markets - rather than ^worries 
about eastern Europe's poten¬ 
tial appetite for extra capital 

- events in Tokyo, over the 

next few months could weil 
prove as important as those in 
Germany. .- : . 

The immediate concern . for 
Japan continues to be the 
weakness of the currency. Its 
10 per cent fall against, the dol¬ 
lar in early spring torpedoed 
the local bond market, which 
in turn precipitated the 28 per 
cent fall in the NikkeL The 
yen's subsequent modest 
recovery against the dollar has 
not been matched by the same 
sort of performance against the 
D-Mark. Similarly, the recent 
recovery in the stock market 
has been patchy. 

The reasons for the yen's 
continuing weakness are puz¬ 
zling. The Japanese economy Is 
growing faster than expected 
and considerably faster than 
West Germany's. Its balance of 
payments surplus is set to 
grow to $60bn next year 

- roughly matching West Ger¬ 
many's - and its forecast infla¬ 
tion rate is more than a thud 
below the OECD average. Its 
double digit money supply 
growth is the only area where 
it is out of kilter with its peers. 

The hesitant recovery in the 
Japanese bond market in. the 
early part of the second quar¬ 
ter has evaporated and yields 
are back to where they were, 
when the Nikkei was testing 
the 28,000 floor in early. April. 
Meanwhile, after three months 
of stability, short-term/Japa¬ 
nese interest rates are dhn- 
bing again. This could simply 
be a reflection of seasonal mid- 
quarter pressures. But that 
was the explanation offered 
last time, before it became 
dear that the authorities had 
tightened policy another notch. 
Given the performance of the 
yen, It is hard to see how the 
Japanese could ignore any 
West German tightening: and 
what is happening in the 
Tokyo money markets may 
just be a precautionary move. 
But it is upsetting the'bond 
markets nevertheless. 

Given tbat West Germany 
and Japan have both been 
growing considerably faster 
than the OECD average and 
are likely to continue doing so. 
any further tightening need 
not necessarily upset the 
equity markets. Indeed, if the 
result is a weaker dollar this 
should help rectify the chronic 
trade imbalances among the 
world's three main trading 
nations. But the main condi¬ 
tion remains that the yen 
should turn the corner. 
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Seven different ways to 

improve business cashflow, 
One group with specialists 

in all of them. 

Given the pressure that even successful, buoyant 
companies find themselves under these days, a healthy 
cashflow is paramount. 

One way to improve it should be welcome. 

Seven, almost cause for celebration. Yet seven 
solutions are what Roy Scot's specialists offer. 

They'll show you how to make your assets help pay for 
themselves. (Leaving your working capital to get on with 
your work.) 

And how to turn vour r ‘ " ■ ■ -'l 

vehicles and outstanding ® 0536 402066 

invoices into cash. ... I 

Instantly. Enabling an injection for growing the 
business. 

Cashflow becomes more like plain sailing, (instead of 
a procession of massive, unpredictable waves.) 

So you can use RoyScot as an extra source of credit. 

For a complete picture of seven ways to improve 
cashflow, phone us or write to RoyScot Cashflow- 
Initiative, Birchin Court, Birchin Lane,’London EC3V " " 
9DJ. 

You'll find speed and efficiency on offer, along with an 
enthusiasm for lubricating that afl important item. Your 
cashflow. 
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And. if you so chixisc. a specialist who will know just 
the way to improve yours. 
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ITS OUR BUSINESS TO HELP YOUR BUSINESS GROW. 

A memOer of The Royal Bank of ScoSantf Group. 
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Carlo D© Benodetti (left), 
the Italian financier, will 
have to cultivate 
y _ patience over the next 
">!■ six months. His contract 
■n to buy a key 25.7 per 
cent block of shares In 
Italian holding company 
Amef comes Into effect 
fn January, and he will 
probably, have to wait . 
until then to consolidate 
h Is position at-Monda- . 
<forl, the leading Italian publishing group,. 
which Amet conbols. Page. 18 • • ' 

Mexico sells 60% of BiM 

Mexico has sold S) per cent of Entel. the 
state-run telecommunication network, tofor- 
eign consorfiums. Meanwhile, draft legislation 
submitted;*] Mexico's Congress, has limited 
foreign participation in' 18 Mexican banks due 
.(or privatisation to 30.per cent rather then the 
-34 pier cent-pFeidoosly indicated Page 18 


Eurobonds! thestoryso far 

-Total volume of new Eurobond issues is down 
$40t>n from last year, at just over S80bn, 
according to.prelimiriary data for the first-six - 
months of .this year from IFR.Bondbasel While 
issues in European currency units have ' 
surged,: the Japanese equity-linked sector has - 
been eroded.. Page 18 



>* The sight of the Italian or.German football 
learn elegantly moving the'bail up the fleTd as 
a team, should have given the! business- 
minded TVviewerlood for thought over.the 
last few weeks. Although many companies are 
now aware of the importance of teamwork, 
structures 6f motivation and reward still, by 
and large, relate to Individuals dr the company 
as a whole -r; and not to. smaller units. Page 32 
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Philips unruffled by energetic reformer 

Jan Timmer, the group’s managing director, today unveils his strategy for the future, reports Ronald van de Krol 


F or.a com pany town where 
the main employer is in 
the throes of a crisis, the 



Philips workers at Eindhoven: rahn over prospect of cuts 


Dutch town of Eindhoven awaits 
todays extraordinary sharehold¬ 
ers’ meeting at Philips, the Dutch 
electronics giant, with surprising 
calm. 

. During the meeting, Mr Jan 
Timmer, the new president, will 
attempt to regain the confidence 
of the financial markets after two 
months of unprecedented 
upheaval at the company, which 
was sparked by disastrous first- 
quarter figures released on May 3 
and the resignation of its presi¬ 
dent, Mr Cor van der Klugt, two 
weeks later. 

At any other company, this 
might be enough to make people 
brace for widespread job losses. 
But the mood at the Netherlands’ 
largest private-sector company is 
one of quiet concern rather than 
intense worry. “Philips doesn't 
panic. That’s not part of its cul¬ 
ture,” one executive explained. 

Nevertheless, today's extraordi¬ 
nary meeting, which was called 
to approve Mr Timmer’s appoint¬ 
ment, is clearly important to Ein¬ 
dhoven. Some 30,000 jobs in the 
town depend on Philips, an 
employer that until recently was 
able to offer school-to-grave 
employment 

The local radio station, for 


instance, will be covering the 
proceedings in an uninterrupted, 
two-hour live programme. And 
for the first time in years, Dutch 
unions have bought a token 
amount of Philips shares so that 
they too can hear Mr Timmer 
unveil his strategy. 

One of Mr Timmer’s main chal¬ 
lenges will be to instill a sense of 
urgency which is still mostly 
lac king in Eindhoven, where 
Philips' slow, bureaucratic man¬ 
ner is legendary. Mr Timmer is 
credited with being an energetic 
reformer, but his drive for 
change could meet resistance 
lower down the hierarchy. 

Already, the company has said 
1990 profit will be “very low” 
compared with the FI 792m 
(8422.6m) posted in 1989. In the 
first quarter alone, net operating 
profit slumped to just FI 6m from 
FI 223m in the same period last 
year. The company, which makes 
products ranging from light 
bulbs to compact disc players, 
has annual sales of nearly 
F160bn. 

Because of its paternalistic 
past, Philips can draw on a deep 
reservoir of trust and loyalty 
among its Dutch employees, par¬ 
ticularly in Eindhoven. 

But recent events are beginning 
to erode blind faith in Philips’ 
management, union officials 


believe. “A lot of people are say¬ 
ing that it’s about time that the 
top echelons were made truly 
accountable for the results they 
produce,” said Mr Joop de Graaf, 
an official at the white-collar 


union, the Federation of Higher 
Philips Personnel. 

Still, the atmosphere among 
Philips' Eindhoven workforce is 
generally confident. “People are 
expecting some jobs to go, but 


the ones that remain should be 
secure,” according to a depart¬ 
ment head In the lighting divi¬ 
sion. “Nobody is expecting a 
great wave of job losses.” 

Union officials, however, are 
less sure. Mr Jan Cuperus, an 
official of the blue-collar union 
Industriebond FNV, said that 
lower and mid-level production 
workers and managers were 
probably right to think they 
wouldn't be affected unless they 
worked in an area which Philips 
might divest or hive off. 

“Another category of people 
who feel pretty secure are people 
in indirect, overhead jobs,” Mr 
Cuperus said. “I think they may 
be mistaken 

Part of the reason for the calm 
is that Philips has cried wolf so 
often in the past; the company 
spent much of the 1980s reorgan¬ 
ising its various divisions with¬ 
out a lasting improvement for the 
group as a whole and without 
large-scale job losses. 

Other reasons include the gen¬ 
erous severance pay and other 
conditions which Philips makes 
available whenever jobs are cut 

Until now, the pace of reorgani¬ 
sation has been slow. Mr van der 
Klugt’s goal of a “leaner and 
meaner" Philips was still far 
from being realised by the time 
he was forced to retire a year 


ahead of schedule. 

Mr T imm er, who is expected to 
step up the tempo, comes to the 
task with a reputation as an 
astute reshaper of ailing busi- 
nesses. 

At Philips' consumer electronics 
division, his energetic cutting of 
organisational flab won him the 
grudging respect of the unions 

and nicknames, including "the 
butcher" and “Hurricane Gil¬ 
bert”, after the tropical storm 
that swept the Caribbean in 1988 
while Mr Timmer was shaking up 
his managers and workforce. 

Mr de Graaf of the white collar 
union cautions against expecting 
Mr Timmer to work miracles on 
his own. “One man can't change 
the corporate culture. The key 
question is; can he assemble 
like-minded people around him in 
the group management commit¬ 
tee and ran he tr ansmi t his aims 

to the next highest layer of 
senior managers?” 

The unions are prepared to 
cooperate in further reorganisa¬ 
tions, provided the company puts 
forward a comprehensive view of 
where it is going. Mr Wim ter 
Welle, an official of the white-col¬ 
lar union, said, “The current cri¬ 
sis has brought home to us that 
Philips can actually fall to pieces. 
This is something we’re realising 
for the first tune.” 


D on't expect too much 
from the re-started US 
budget summit. Zt will 
work, up to a point The proj¬ 
ected deficit will be cut by $50bn. 
.But that is only half what is 
required under the present law, 
and is further likely to contain a 
lot of questionable small print 
Further, since the whole 
savings and loan clean-up has 
been left off-Budget (quite 
rightly, from an economics point 
of view) the flood of US bonds on 
offer may not abate at all. In 
short, it’s ho-hum time all over 

a gain 

For a few hours last week, 
things looked more hopeful The 
President’s written statement 
admitting the need for “higher 
tax revenues” looked like a spon¬ 
taneous act of leadership. Zt was 
very Bush-style leadership, a lit¬ 
tle like an embarrassed senior at 


the Prom inviting his first part¬ 
ner to the floor, all downcast eyes 
and tangled feet But it did seem 
to show political courage. 

That flattering vision of events 
soon faded, though. At first the 
White' House refused to follow 
through with any comment what¬ 
ever. then toe Chief of Staff, Gov¬ 
ernor Summit tried to persuade 
toe angry Republican right that 
the President hadn't really said 
anything. You can't lead the 
charge with a cry of “Dm . . .er.” 

Then the leaks began. The 
President hadn't moved; he was 
pushed. The Democrats were so 
angry at the belated White House 
budget proposal, an attempt to 


Pushed into — er — leadership 


By Anthony Harris in Washington 


raise $50bn from widows and 
orphans (with a small contribu¬ 
tion from defence) that the House 
Speaker, Mr Thomas Foley, 
threatened to cancel the next 
summit session. 

Meanwhile came the news 
from Tokyo: the Japanese had 
offered satisfactory adjustments, 
but were refusing to sign the 
Structural Adjustment Initiative 
until they heard news of real 
changes from Washington. 

So the President had to move 
to save his Administration's two 
most important economic poli¬ 
cies; but he still tried to fudge it 
He hoped that the statement 
would be taken as a bulletin on 
compromise, with its talk of 
spending cuts and reforms in the 
budget process. But that wasn't 
the conclusion everyone drew - 
not when he used the T-wonL 
So now we have St Sebastian 
Bush - “Arrows have been fly¬ 
ing front, back, sideways, but 
that is what I get paid for,” as the 
victim put it at his Press Confer¬ 
ence of Friday. 

This was when he decided, at 
length, to say that the statement 
was not a just a clarification, but 
an act of leadership. 

Too late. Pinocchio Bush, his 
critics in the Press responded. 


Up jokes and nose jokes will 
be worked dry this season. Yet 
the implied charge, that Mr Bush 
knew he was lying when he ma^e 
his no-new-taxes pledge in 1988, 
is probably unfair. 

It is true that it was launched 
at the suggestion of Governor 
Summit, in a desperate attempt 
to stop what was at that stage a 
Dole bandwagon in the Presiden¬ 
tial primaries; toe strategy had 
been worked out by Dr Michael 
Boskm, who is now toe Presi¬ 
dent's chief economic adviser, 
and Dr Boskin is a persuasive 
man. 

O n modestly favourable 
assumptions, it did look 
do-able. *T was presented 
with new facts and I’m going to 
do as Lincoln did: think anew,” 
toe President explained. 

It is true that the extent of the 
economic slowdown this year 
does seem to have surprised 
everyone here (though readers of 
this column may wonder why toe 
economy has not slowed further). 

Further, the S&L clean-up - 
even if it is off-Budget - does 
make it much harder to reduce 
long-term interest rates, because 
a lot of borrowing is involved. 
Commentators here seem con¬ 


vinced that it is only high inter¬ 
est rates that are preventing a 
full-hearted resumption of 
growth; and this is the first trap 
for the coming budget settlement 
It seems likely that the Budget 
Director, Mr Richard Damian, 
will forecast that toe 8501m cut 
will bring interest rates down 
quite steeply, and that this will 
raise the growth of output and 
revenues enough to produce a 
respectable outturn. A British 
commentator is bound to suspect 
that this is wrong on both counts 
- that interest rates will make a 
rather limited response, since 
$50bn is not much more than a 
large drop in the bucket of world 
credit demand; and that it will 
not maRe very much difference 
whether they fall or not 

It is a matter of what Keynes 
called animal spirits. British bor¬ 
rowers seem to have drunk bulls’ 
blood, and cannot be restrained. 
But American borrowers are 
either discouraged by their pres¬ 
ent debt burden (consumers), 
under suspicion from the banks, 
or facing glutted domestic mar¬ 
kets (housing, office space, cars). 

There is hardly enough animal 
spirit to take the skin off a rice 
pudding; and Keynes had the 
phrase for cutting rates in such a 


market “P ushing on a string.” 

Meanwhile, the economic news 
gets worse. The Conference 
Board index of consumer confi¬ 
dence, which had previously been 
suspiciously robust, has suddenly 
dropped five full percentage 
points. New house sales were 
reported as up a miserable 0.4 per 
cent in May (well within the mea¬ 
surement error); but that was 
only thanks to a huge 3 per cent 
downward revision of previously 
reported sales in April. And there 
are now suspicions of a huge 
liquidity problem (to use a flat¬ 
tering phrase) in the insurance 
industry). 

Meanwhile, the President con¬ 
tinues to talk of “taxes that pro¬ 
mote growth." What he means is 
his treasured cut in the capital 
gains tax. This may or may not 
help a few staxt-ups; but the idea 
touted here that it will increase 
revenue, which will be built into 
the budget projections, is almost 
certainly wrong. It is an open 
invitation to tax avoidance: and 
while projections and past experi¬ 
ence do show a temporary rise in 
revenue from CGT, there are no 
figures for toe consequential loss 
in income tax revenues. This is 
not as important in the context of 
a $50bn package as it was in the 



proposed 1990 budget, but it may 
still account for about 15 per cent 
of the projected “savings-" 

Forget it The cut remains con¬ 
tentious, and it will be more than 
a non-event if it spoils the 
chances of genuine bipartisan 
progress on the things that do 
matter, notably the reform of toe 
budget process itself. 

Consensus may be preserved if 
the President is prepared to buy 
his cut with some rise in high 
bracket income tax rates, as 
rumour suggests (rumour denied 
by Mr Bush on Friday, but the 
bargain has not yet been struck). 
But it is still easy to see why the 
Democratic whip, Mr Richard 
Gephardt, has warned that “the 
hard part is yet to come." And Mr 
Bush thought it was those 
arrows. 


Economics Notebook 


First world threat to free trade 


-THERE are so many 
momentous events taking 
place in the world economy at 
present, that it 

Is hardly surprising that wor¬ 
ries about the future of the 
world's trading system have 
foiled to capture the headlines. 

But there is . a growing 
concern among trade policy 
makers that the world’s multi¬ 
lateral trading system is under 
threat and that the world's, 
richest countries are responsi¬ 
ble for this state of affairs. - 

The Uruguay Round of trade 
hberalisatioin talks is said to be 
in serious rtrffiraltiaB following 
the emergence 1 at the end of 
May of important differences 
between the European Commu¬ 
nity and the US over reducing 
agriculture! s up port It will be 
up to the leaders of the Group 
of Seven big industrial nations 
to try and repair the damage at 
next week's world economic 
summit in Houston. 

But the problem of protec¬ 
tionism in the industrialised 
world is very deep seated, as 
Mr David Henderson, toe head 
of the Economics and Statistics 


Among the heavily-indebted 
developing countries, six - 
Bolivia, Costa Rica, Jamaica, 
Mexico, Morocco and Uruguay 
— have trade regimes that are 
more liberal than 10 years ago, 
before the international debt 
crisis played havoc with their 
economies. 

Venezuela, Ghana and 
frufonetia have moved signifi¬ 
cantly down the road towards 
freer trade as have South 
Korea and Taiwan among that 
small group of countries now 
known as the dynamic Asian 

Mr Henderson admits that 
the record of the major indus- 
trial countries is not aQ bad. 
Britain, for example, has done 
away with many voluntary 
agreements to limit imports. 
Sweden-has said it will not 
enter the next Multi-Fibre 
Arrangement regulating 
imports of dothing from the 
developing world. 

But he says that the Euro¬ 
pean Community must bear 
much responsibility for the 
proliferation of protectionism 
while it is the US that has the 


Department of the Organisa¬ 
tion for Economic Cooperation 
and Development (OECD) 
made dear in Paris last week. 

Mr Henderson made the star¬ 
tling claim that developing 
countries are leading the way 
to more liberal trade. Com¬ 
menting on the past two to 
three years, he said, “for the 
first time in economic history, 
the main 'impetus for freer 
trade has come,, not from the 
OECD countries which broadly 
accept market name, but from 
countries whose, past tradition 
had been to question or reject 
them." 

Mr Henderson said only four 
of the OECD’s 24 industrialised 
master countries can claim to 
be more liberal traders now 
than at -the beginning of the 
1980s. These axe Australia, 
Japan, New Zealand and Tur¬ 
key. . 


worst record for devising new 
specific and discriminatory 
non-tariff barriers to trade. 

TmhiBtrlBl Muddle 

The irritation expressed by Mr 
John Major, Britain’s Chancel¬ 
lor, over the confusion that 
arises from the country’s offi¬ 
cial statistics des e rves nothing 
but sympathy. 

Last week’s release from the 
Central -Statistical Office on 
the trading and financial posi¬ 
tion of Britain's-industrial and 
commercial companies in toe 
first quarter was notable for 
the £8bn ($14bn) “balancing 
item" needed to reconcile the 
figures for company outgoings 
and how they were financed. 

The words “balancing item” 
are a statistician's way of say¬ 
ing “black hole.” 

. It Is anybody’s guess where 


the £8bn belongs. The signifi¬ 
cance of last week’s £8bn fig¬ 
ure was that it was larger than 
any other in the series of trans¬ 
actions leading to the company 
sector's £3.77bn first-quarter 
net borrowing requirement send 
in the data showing how toe 
borrowing requirement was 
financed. 

The only way that toe com¬ 
pany statistics made sense was 
to put them in the context of 
recent anecdotal evidence and 
data from financial reports. 
Together, these suggest that 
protracted high interest rates 
are hitting British companies 
in very different ways just as 
households are variously 
affected. 

The CSO’s first-quarter 
aggregate figures showed a 
large, provisional £7bn finan¬ 
cial deficit and strong growth 
In gearing at the same time as 
sharply higher dividend out¬ 
lays and rising gross fixed capi¬ 
tal formation in the company 
sector 

This could be statistical 
backing for the every-day 
observation that heavily-ln- 
debted, sterling-based firms in 
sectors such as construction, 
retailing and advertising that 
depend on the British market 
are being squeezed badly. By 
contrast, recently, companies 
with strong foreign business 
appear to have benefited more 
from the relatively low sterling 
exchange rate than they have 
suffered from high interest 
rates. 

Whether the exporters con¬ 
tinue to enjoy relative prosper¬ 
ity remains to be seen. The 
recent rise in sterling’s value 
in expectation of Britain join¬ 
ing the exchang e rate mecha¬ 
nism of toe European Mone¬ 
tary System and ERM 
membership itself will increase 
the pressure on exporters to 
control costs in general and 
wage costs in particular. 

Peter Norman 


THIS WEEK 


THE ATTENTION of the 
world’s financial markets is 
likely to shift quickly from 
Europe to North America this 
week. 

After Germany’s economic 
and monetary union at the 
weekend, the markets are 
likely to focus on the meeting 
today and tomorrow of the 
Federal Open Market Commit¬ 
tee in Washington and the 
release on Friday of US 
employment data for June. 

The FOMC. the Federal 
Reserve’s mafn policy-making 
body, meets in the wake of last 
week's announcement by Presi¬ 
dent George Bush that “tax 
revenue increases” should play 
a part in solving the US budget 
deficit problem. Although a 
deficit reduction package may 
be some time away, the 
announcement will increase 
pressure on the Fed to ease its 
monetary policy. 

Analysts will be looking 
closely at today’s National 
Association of Purchasing 
Managers' index for June and 
Friday's June payroll and 
unemployment figures to see 
whether developments in the 
US economy support any move 
to lower interest rates. 

According to Mr Geoffrey 
Dennis, international econo¬ 
mist of James Capel in London, 
the Fed is likely to be unsym¬ 
pathetic to rate cuts as long as 
unemployment stays around 
May’s low 5.3 per cent level 
The consensus of analysts' 
forecasts compiled by MMS 
International, the financial 
research company, is for a Else 
in non-farm payrolls and a 
civilian unemployment rate of 
5 j 4 per cent in June. 

Several West German statis¬ 
tics are expected this week 
though with no fixed dates. 
Figures (with MMS consensus 
figures in brackets) include*. 
May industrial production (up 
0.3 per cent), May manufactur¬ 
ing orders (up L5 per cent). 
May trade and current account 
balances (DM9.8bn and DMSbn 
respectively). 

Other statistics and events 


US employment 


Csvffian labour force change®, 
non agricultural industries (TOO) 



1988 1989 90 


Today; US, National Associa¬ 
tion of Purchasing Managers 
index for June (50.5), May con¬ 
struction spending (-0A), UK, 
Credit business in May (£160m 
net rise), final retail sales in 
May. Bundesbank president Mr 
Karl Otto Pohl gives speech on 
European Monetary Union in 
London. Canada, national day 
holiday. 

Tomorrow: US, May factory 

orders (up 2.1), 

UK, June official reserves 
(up 8100m), Mr P5hl gives evi¬ 
dence on EMU to House of 
Lords Committee. 

Wednesday:UK, Mr John 
Major, toe Chancellor, chairs 
National Economic Develop¬ 
ment Council. US, Indepen¬ 
dence Day holiday. West Ger¬ 
many, June unemployment 
(down 7,000). 

Thursday: UK, May housing 
starts and completion, Canada, 
June foreign exchange reserves 
(down US$300m). 

Friday: US, non-form pay¬ 
rolls, non-form payrolls ex-cen¬ 
sus (up 130,000), manufacturing 
payrolls (down 10,000), civilian 
unemployment (5.4 per cent), 
average earnings (up 0.3) all 
for June, Release of FOMC 
minutes from May meeting. 
Canada, June unemployment 
rate (7.8 per cent), June 
employment growth (-0.2 per 
cent). UK, Chancellor John 
Major gives speech to Welsh 
industrialists on the hard 
Ecu. 
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INTERNATIONAL CAPITAL MARKETS 


INTL CREDITS 

Thyssen deal 
underlines 
shift to 
Europe 

THYSSEN* tbe German steel 
and trading company, is rais¬ 
ing a large credit from inter¬ 
national banks, following 
Volkswagen and BMW. 

Tbe company is establishing 
a two-part financing: a Ger¬ 
man bank group will be pot 
together by Deutsche Bank, 
while the group of interna¬ 
tional lenders will be led by 
J.P. Morgan. Bankers have 
been asked not to talk about 
tbe deal so details are vague. 
But one described it as a “car¬ 
bon copy" of the VW credit, 
though it is not clear whether 
Thyssen is seeking as much as 
the 52bn raised by VW. 

The credit underlines the 
shift in focus of syndicated 
lenders away from the OS and 
UK, which until recently pro¬ 
vided much of their business. 

But while continental 
Europe provides hope for 
future business, half-year fig- 
ores confirm expectations of a 
drop in business. Syndicated 
bank lending volumes in the 
Euromarkets are estimated to 
have dropped by about 30 per 
cent in the first half-year 
against last year's first half. 

Despite this, some deals 
have proved extremely popu¬ 
lar. Hanson industries, the US 
arm of Hanson of the UK, has 
completed a $2.6bn credit, part 
of which will refinance its 
acquisition of Peabody Hold¬ 
ing, the US coal mining con¬ 
cern. Forty-three banks offered 
around $6bn for a margin over 
Libor of 50 basis points. The 
credit was arranged by Chemi¬ 
cal Bank, with Citicorp and 
National Westminster Bank as 
co-arrangers. 

NatWest has completed syn¬ 
dication of a US$750m project 
financing for the Descham- 
banlt al uminium smelter proj¬ 
ect in Quebec. The financing 
was underwritten by NatWest 
and Bank of Montreal. 

Midland Montagu is also 
said to be embarking on a first 
round of syndication of the 
credit raised last year by WPP 
to finance its takeover of the 
OgUvy Group. The financing is 
now said to be something less 
than the SBOOm or so origi¬ 
nally raised from underwrit¬ 
ing banks. 

Stephen Fidier 


INTERNATIONAL BONDS 


Ecu issues rise as Japanese equity-linked sector falls 


A SURGE of issues in 
European currency units 
(Ecus) and the erosion of tbe 
Japanese equity-linked sector 
have been the significant 
trends of Eurobond market 
issuance this year. 

Total volume of new issues 
is down $40bn from last year, 
at just over $80bn, according to 
preliminary data for the first 
six months of this year from 
EFR Bond base. This drop is 
largely due to the cutoff in 
supply of dollar-denominated 
Eurobonds with equity war¬ 
rants attached. Tbe four lead¬ 
ing Japanese securities houses 
were forced to stop churning 
oat equity-linked issues, when 
the slump in the Japanese 
stock market earlier this year 
caused prices In the warrants 
to dive. 

Only 23 Eurodollar bonds 
with equity warrants, with a 
value of just under $6bn, had 
been launched when supply 
was halted in March. In the 
first six months of last year, 
the sector absorbed 128 new 
issues totalling $40.5bn. With 
issuance set to resume this 
month, this pattern could 
change. But the effects of 
equity warrant trading losses 
sustained by numerous bouses, 
and the decline of new issues 
profits which has hit most 
underwriters may continue to 
take their toil. 


The change in patterns of 
issuance has blighted the per¬ 
formance of most of the Japa¬ 
nese securities houses, which 
lost the mainstay of their new 
issues business. 

Nomura, the most success- 
folly diversified of the Japa¬ 
nese securities houses, has 
comfortably held on to its posi¬ 
tion at tbe top of the Eurobond 
league table, although the vol¬ 
ume of new deals it has 
launched is reduced. It tops the 
IFR Eurobond league table 
with a market share of 9.5 per 
cent, down from 162 per cent 
last year. It launched 48 new 
issues totalling $7.Tbn, com¬ 
pared with 85 new deals worth 
just undo: $20bn at this stage 
last year. Nlkko, Daiwa and 
Yamaichl, the other three lead¬ 
ing Japanese securities firms, 
have all ceded their places in 
the top four. Daiwa. helped by 
a strong showing in the 
Euroyen sector, slipped only as 
far as ninth place, while Nlkko 
dropped to 13th and Yamaichl 
fell to 27th position. 

Nomura also topped the 
league table of plain vanilla 
Eurobonds, with a market 
share of 618 per cent, fraction¬ 
ally ahead of Deutsche Bank. 
(The EFR data excludes certain 
“global'' issues which are not 
technically Eurobonds and 
which were mainly placed in 
the US.) 


TOP EUROBOND LEAD MANAGERS 


First half of 1990 


RrH h*H of 19OT 


Manager 

Clm 

BaS 

% 

Issues 

Sbn 

Rank 

% 

Issues 

Nomura 

7.68 

1 

9.44 

48 

19.56 

(t) 

16-23 

85 

Deutsche Bank 

4.78 

2 

5.88 

27 

4.76 

(7) 

3-95 

25 

CSFB 

4J07 

3 

5.73 

25 

5.88 

(5) 

4.B7 

35 

UBS 

4.08 

4 

5.02 

15 

1J>4 

(U) 

1.61 

17 

Paribas 

3.65 

5 

4.48 

15 

3-30 

(ID 

2.73 

25 

J.P. Morgan 

3.65 

6 

4.48 

17 

4^7 

<«) 

4.04 

23 

Salomon Brothers 

3.19 

7 

3-92 

6 

1.89 

(15) 

1.67 

15 

Daiwa 

2.93 

6 

3.80 

25 

9.12 

(3) 

7.56 

48 

Goldman Sachs 

2.87 

9 

3.52 

11 

2.77 

(12) 

2-29 

22 

Morgan Stanley 

2.73 

10 

3.36 

16 

3.49 

(9) 

290 

26 

IBJ 

2.64 

11 

3.24 

24 

2.11 

(13) 

1.75 

27 

Merrill Lynch 

2.38 

12 

2-92 

17 

332 

(ID) 

2.76 

20 

NPdco 

2.06 

13 

2.56 

11 

11.80 

(2) 

9.79 

33 

GrMEt Lyonnais 

2.07 

14 

2-54 

13 

1.84 

(16) 

1.53 

13 

Bankers Trust 

1.82 

15 

2^24 

24 

3.66 

(6) 

3.04 

49 

Commerzbank 

1.77 

16 

2.18 

10 

0.90 

(31) 

0.75 

9 

CCF 

1.71 

17 

2.10 

12 

0.65 

(36) 

0.54 

7 

Hambros Bank 

1.60 

18 

1^6 

21 

1.74 

(17) 

1.44 

27 

Baring Brothers 

1.50 

19 

1.84 

8 

1.13 

(24) 

0.93 

6 

San Paolo Bank 

1.49 

20 

1^3 

4 

0^5 

(35) 

094 

6 

Industry totals 

181.43 
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Meanwhile, new supply of 
Ecu Eurobonds has virtually 
doubled so for this year. 

New issues totalling $112bn 
were launched in the first six 
months of 1990, up from $&5bn 
during the equivalent period 
last year, according to data 
from IFR Bondbase. 

Institutional investors have 
at last started to buy Ecu 
bands in earnest, spurred by 
the creation of large bench¬ 


mark issues as well as by the 
Ecu's increasing political and 
economic significance. 

Liquidity in the sector has 
been boosted by a series of 
sizeable issues by big sover¬ 
eign and supranational agency 
borrowers like Italy and the 
European Investment Bank. 
The average issue size swelled, 
as the proportion of smallish 
corporate issues diminished, so 
that the number of individual 


deals actually declined to 53 
from 60 last year. 

Those houses which have 
long been vaunting the devel¬ 
opment of the Ecu bond mar¬ 
ket reaped the rewards. Pari¬ 
bas jumped to 5th place from 
11th overall, and Credit Com¬ 
mercial de France improved 
from a poor 36th to a creditable 
17th, for example. Paribas con¬ 
tinues to dominate the sector, 
commanding an impressive 28 
per cent market share so for 
this year. Union Bank of Swit¬ 
zerland's overall position, up 
10 places to 4th, was boosted 
by its participation in the 
growing market for asset- 
backed securities as well as its 
strength in Ecu. 

Meanwhile, the increased 
role of institutional investors 
was also reflected in the lower 
volume of transactions in the 
traditional “retail" currencies 
- high coupon sectors such as 
Australian and Canadian dol¬ 
lars, which are mainly sold to 
continental retail investors 
wbo like high-yielding paper. 

The number of new issues in 
Australian dollars fell to 47 
issues totalling under 
US$&5bn, half last year’s vol¬ 
ume of 82 offerings worth close 
to US$5bn. 

Most of the funds from the 
large volume of Australian dol¬ 
lar Eurobonds which have 
been redeemed so for this year 


have not been reinvested. 
Hambros main tained its com¬ 
manding position, launching a 
third of the market’s new 
issues. 

The Canadian dollar sector, 
stymied by economic and polit¬ 
ical developments and a 
reverse of a trend towards 
institutional participation, 
sank even further. 

Only 27 new issues worth 
US£L3bn emerged, a third of 
the previous years USS6.6bu of 
issues. 

The top lead manager in the 
sector. Credit Suisse First Bos¬ 
ton, launched only four new 
deals, and Canadian firms 
slipped out of the overall rank¬ 
ings. 

The sterling sector held up 
surprisingly well, considering 
the poor condition of the 
underlying gilts market for 
much of this year. 

The market absorbed a sup¬ 
ply of 53 issues totalling 
$11.2bn, down fractionally from 
last year's 63 issues worth 
5ll.4bn, with CSFB heading 
this sector also. 

The volume of D-Mark bonds 
was marginally higher, at close 
to $10bn. up from just over 
S8bn. Issuance in lire nearly 
doubled at $2.5bn, while 
French franc Eurobonds rose 
to S3.4bn from S2.6bn last year. 

Tracy Corrigan 
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NEW INTERNATIONAL BOND ISSUES 


Borrowers 
US DOLLARS 


Amount 

m. 


Maturity 


Av. life 
years 


Qumo 


qJ 

A) 


Price 


Book turner 


Offer yield 
% 


Borrowers 


Amount Av. life Coupon 

m. Maturity years % 


Price 


Book runner 


Offer yield 
% 


Metropolis of Tokyo♦ 
Therntedics lnc.(d)§4 

Ska r>d. EnskiFda Bank on ♦ 

Ford Motor Credit^ 

CANADIAN DOLLARS 

175 

35 

100 

200 

1995 
1998 

1996 
1993 

5 

8 

5.6 

3 

9>s 

S>2 

9.05 

9 

101.60 

100 

101.725 

99.80 

IBJ IrU. 

Lehman Brothers InL 
Mitsubishi Trust lnt 

Morgan Stanley 

8.666 

6.606 

8.628 

9.079 

Deutsche Bank Finance^ 

100 

1985 

5 

114 

99% 

Deutsche Bk Cap.MMs 

11^34 

AUSTRALIAN DOLLARS . . . 

GovL Insurance Office NSW4 

65 

1993 

3 

154 

101.95 

Westpac Banking 

14JG51 

Austria, Republic ot^ 

100 

1994 

4 

1412 

101 h 

Citibank AG 

14.399 

D-MARKS 

Banco Nac. de Comeroeo^ 

100 

1995 

5 

11 

100 

Swiss Sank Carp. 

11.000 

SWISS FRANCS _ 

American Health Prop.(a)5+ 

50 

2000 

_ 

ah 

(a) 

S.G. Warburg Socfitic 

- 

McDonald's Corp.**4 

65 

1993 

- 

7h 

101 >2 

WirtschattB-und PrivatWt 

6 558 

Mitsuba Electric Mfg 

50 

1995 

- 

7h 

101 

'WirtschaffsHind Prtv&tbk 

7.379 

STERLING 

Cardiff AutoJtec.Sec&.(h)+ 

328 

1995 

3*2-4 

25bp 

99.93 

Goldman Sachs 

- 

Swedish Export CredK(l)4 

20 

1991 

1 

22 

101 >t 

Midland Montagu 

20.642 

J. SaJnsbury^ 

100 

1995 

5 

12 

101.40 

S.G. Warburg Secs. 

12.358 

Anglian Water(k)4 

100 

2003 

18 

5*8 

101.703 

Jit. Schroder Wagg 

4.980 

FRENCH FRANCS 

Renault Credit lnl+ 

700 

1993 

3 

10 J 2 

101 h 

BNP 

9948 

Inlerfin. Cr.Natofial(e)# 

500 

1996 

6 

Zero 

100 

BNP 



BB|1)f 

Cta Generate des Eaux(1)t# 

AUSTRIAN SCHILLINGS 

Ibn 

1.5bn 

2000 

1998 

94 

7h 

9 * 

6 

100.20 

FFr2850 

Credit Lyonnam 

Societe Generals 

9.822 

Austrian lndustrles(b)44 

3bn 

1995 

5 

6 

100 

Creditanstalt-Bkverem 

G.000 

Austria, Republic offejt# 

3bn 

1996 

6 

-*8 

100 

Deutsche Bank Austria 

- 

FINNISH MARKKA 

Postipankki# 

200 

1992 

2 

13*2 

101*3 

PoGhpanfcJu 

12.827 

Kansaliis-Osake-Pankki 4 

300 

1995 

5 

135 

101*8 

Kansallis-Osake-Pankkj 

1^055 

LUXEMBOURG FRANCS 

Cregem Finance NV**f 

900 

1999 

6 

9% 

102 

Cregom InL Bank 

9.300 

YEN 

Asahl Breweries# 

20bn 

1995 

5U 

7 

101.80 

Daiwa Europe 

6.574 

Caripio. London Branch# 

5bn 

1997 

7 

6.8 

101% 

Mitsui Trust lnt 

6-504 

Asahi Breweriosfatf ♦ 

30bn 

T996 

e 

-45bp 

100.20 

Nomura JnL 

- 

Finland. Republic 

15hn 

1997 

7 

8 

100.35 

Nomura Secs. 

8.091 

Finnish Export Credlt(|)f4 

30bn 

1997 

7 

7 

95-80 

Nomura Secs. 

7.941 

Ind. Dev. Bank Turkey#*# 

10tin 

1998 

8 

7^2 

100 

Mitsui Fyo Kobe/NikJco 

7.641 

Bank of Greece* 

60bn 

1997 

7 

7.4 

101 

Nomura Secs. 

7.346 


**Prhmtv placement. {Floating rtfo nates Variable rate notes. Wtovsno duaf-cummcir bond, fffln Equity warrants- CConvortSbfo #Final 
terms, at Dual-curroncy co w mmblo It not converted repayment In USS el S50Q0 par GFrSOOQ Conversion price: S2S % Eacneapo rsip SFri 41 hi 
'Going public" bond witn equity warranto. Warrant holders con buy lhoros ai 03% ofl Initial public otter prico at any Him daring tbs O motto 
alter public I (song. II bond holders choose not to take wamnto. the bonds wilt bo repaid at fOflij If no publte offering, band wilt be repaid a! 
tt6.5 0 Coupon pays undar 3-momti Vlbor. Minimum coupon 3**% Can altar ntm years av per ScfiZbn aNnod si ifttamaOonfli un ma iors. 
d) Conversion price. SI5V Conversion premium 106% a) Redemption linked id CAG-40 stock Index. I) Fungible enth onlMlng FFrfbn bond 
launched hi January Purchase hind. Non csuable, g) Coupon pays esop under 8-mordi J ap anese tong-term prime rate Put July 1D9& si per. 
NDMsIfPbto h) Coupon pays 2Sbp ova* 3-month Libor Fixed ru-oftnr price. I) Rademption linked to E/DM exchange rsSo. j) Pri nci pal payments In 
yon. Merest In AS k) Linked to Mo* toon stoc k duo 2000. Non-calloble I) FFrl Sbn of total off FFM-flbn aimed al intomaitonax In vestors. Ono 
•arrant per bond, im wiuronte per jftaro si FFr3300 per shore Exo*cfoe period August 1090 to June IOT3. Note Yields arm calculated! on AI3D 
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THE West German domestic 
money market today opens 
with a new reference rate that 
brings it in line with interna¬ 
tional conventions, in a move 
to strengthen the competitive 
position of the comparatively 
backward onshore market 

The change, timed to coin-' 
cide with German monetary 
union, symbolises a growing 
recognition that Frankfort 
habits will have to change as 
mounting borrowing require¬ 
ments to finance German 
unity place heavier demands 
on the local capital markets. 

The Frankfort Interbank 
Offered Rate (Fibor) will be 
constructed in broadly the 
same manner as Libor, the 
daily London reference rate - 
with the old Fibor continuing 
for current contracts, such as 
floating-rate notes recently 
issued by the Government 

Accrued interest for tbe new 
Fibor will be worked out on a 
365-day year, instead of as pre¬ 
viously, when each month was 
treated as having 30 days. The 
markets will also move to the 
usual two-day, instead q£ sanp i 
day, settlement. 

Previously quoted only for 
three- and six-month deposits, 
Fibor will now be available for 
term deposits between one and 
12 months. Moreover, the 
group of reference banks has 
been expanded to 19 from tbe 
current 12. and will Include 
Chase and J J*. Morgan and the 
French Socidte Generate. _ 

Mr Norbert Jochem of BHF 
Bank, the Frankfurt merchant 
bank, who is also an official of 
the Frankfurt Interest group 
promoting the local money 
market, argues that Fiber will 
therefore be more representa¬ 
tive than Libor, which is taken 
from a group of eight refer¬ 
ence banks in London. 

The inadequacies of the 
domestic market were high¬ 
lighted in March when the 
first floating-rate paper auc¬ 
tioned by a government 
agency, the German railways,.' C_~ 
was priced over the London -- 
reference rate, rather than-L.. 
Fibor. Other changes are stUr ^ 
required before a flourishing . 
domestic money market can be - x 
created. Turnover tax is to be 
abolished next year. 

Katharine Campbell 51 
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This announcement appears as a matter of record only. 


JUNE 1990 


Amernet Holding B.V. 


u.s. $75,000,000 


Multi-Currency Term Loan 


Guaranteed by 






Arranger 

Credit Suisse First Boston 


Co-Lead Managers 


Banquc Rationale de Paris 


Societe Generate 


Credit Suisse 


Westdeutsche Landes bank Girozentrale 


Co-Managers 


Baverische Vereinsbank International S.A. 


Citibank Or 


BHF-BANK 


Den Oanske Bank 


Postipankki Ltd 


The Royal Bank of Canada Group 


Swiss Bank Corporation 


Facili ft Agent 

Credit Suisse First Boston Limited 
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NEW ISSUE 


This annoumment appears as o matter uf record only. 


JUNE. 1990 V ^ ; : 
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U.S.$200,000,000 

The Export-Import Bank of Japan 

tIncorporated under The Export-Import Bank of Japan Lair) 

9 V 2 per cent. Guaranteed Bonds Due 2000 

Unconditionally and irrewcabiy guaranteed as to pa>ment of principal and interest by 

JAPAN 
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Issue Price 10 VA percent. 


IBJ International Limited 


Bank of Tokyo Capital Markets Group 


Barclays de Zoete Wedd Limited 
Credit Suisse First Boston Limited 
Deutsche Bank Capital Markets Limited 


Kleinwort Benson Limited 


Merrill Lynch International Limited 
J. P. Morgan Securities Ltd. 

Nomura International 

Shearson Lehman Hutton international 

UBS Phillips & Drew Securities Limited 


Paribas Capita] Markets Group 


C'&lit Lyonnais 

Daiwa Europe Limited 

■# 

Goldman Sachs International Limited 

- . ■ 

LTCB International Limited 

■ 

■ ■ 

Mitsubishi Finance international pic 


Morgan Stanley in 
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Salomon Brothers International Limited, 

Swiss Bank Corporation- 

. toabanrfthBllK . 7-. 

■ ■ « 

S.G. Warburg Securities. 
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INTERNATIONAL CAPITAL MARKETS 
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US MONEY AND CREDIT 


«d 


... etter to travel than to arrive..All eyes fixed firmly on the Fed 
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.IN-AlMA^K^r as thin 35 t&e 

: onav for gilt-edged securities t 
wher^ price movements have 
.recejsSy beeri diaveh largely by ! 
@a$sJP. aud- romour, ■ it' la .not 
hard to- spot someof Its wilder . 
fofNsof tagr.; : ; ...:' : ' 

v^..the:market becwneB eveir' 

■ mm»;dogniatfc‘ ln £s. belief-in 
: tiiMrijrtues ;of; entry Into the 
exchaogE rate mechanism of- 
. - : the 1 European. Monetary Sys- 
.teutpi il could be Labouring 
uad« its greatest ’delusion. ' 
W BRM:-entry &. the. bedrock on f ’ 
which the curre n t value of the 
gfite/ marker te foonifecL Prices 
; fii the 10 -year area- have risen 
by about 60 basis points In the 
; ^afinthohtfaabaek of ERM:: 
prospects,; which - could be 
worth a : farther 20 -basis point- 
. rise*--:v.•:;■■ .>•■; >v- .. 

However, in, its enthusiasm 
for. joining: the ERM, the mar- - 

prang itself'from the^ 

" realities of the UK economy. - ; 
j .'Heal disposable personal 
income .is growing at an 
rate of 8 per newt a-p d 
_ consu m ption could continue- to 
. pick up for therest of the year. 

- ffjodged on. HE -economic . 
foncfementals alone, gQts are 
looking extremfily'expeusive. A 
yield, for 10-year gilts at around 
the: .122 .per cent, level looks, a\ 
lot more realistic if entry.. 
.is.discounted., 

, : .The market insists’ on 
regarding ERM as a i>ahacea .' 
for Jhe "UK’s economic IDs. in - 
its-'blinkered enthusiasm for 
jumping In with; the rest of 
-Europe, the market has closed - 
ite’nund to any potential nega-. 
tivei.effect this might bring 
. with, it Indeed, a look at the._ 
’ strength, of the French econ- 
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UK gDta yields 


JRwstatsd at par (%) 
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o my points to the benefits of 

• temng jnjaaflft theBHMl' 

After 10 years of economic 
austdiity inside the ERM, it is 
enjoying tha fruits of its inttlal 
sufferings. Bond investors 
have seen the yield spread 
between French DATS and 10- 
year German' Bunds narrow 
below SQ basis paints in recent 
months — babre. starting to 
Widen a gain: 

This is not to forget the volar 
tBity created in, interest rates 
at the beginiiing of the decade 
which was i'-followed by . a 
French- franc crisis and succes¬ 
sive : devaluations of the cur¬ 
rency within its ERM band. 
The experience could be mark¬ 
edly similar in the UK, particu¬ 
larly ff the Government manip¬ 
ulates . ERM for its own 
political purposes, cutting, 
exchange rates after entry - 
and just before a general elec¬ 
tion - only to be forced to 
raise them again fairly swiftly. 
This is what happened when 


Spain joined the ERM. 

. “it is almost better to travel 
than to arrive," believes.Mr 
David Owen, economist at 
Kteinwort Benson Securities, a 
UK securities house, “the mar¬ 
ket could be severely disap¬ 
pointed during the first few 
months after joining the ERM." 

One of the reasons for the 
gilts market’s excitement 
about ERM is its anticipation 
of the accompanying cnt in 
interest rates. If this happens, 
it could epjoy a brief honey¬ 
moon period on entry - after 
which it discovers that lower 
interest rates are not sustain¬ 
able - a discovery that will 
send gilt yields soaring. 

The yield curve on gilt-edged 
securities has already begun to 
flatten In anticipation of falling 

base rates - five-year yields 
are now at 12 per cent This 
saw investors piling into a 
five-year Eurosterling issue 
last week for the premium it 
offered - its coupon level was 
set at 12% per cent - over the 
comparable government paper. 

It is in the three-year sector 
and below where the inversion 
in the yield curve is still most 
apparent and which could 
prove most vulnerable in the 
short-term. This sector of the 
market has been bolstered by 
foreign investors looking to 
lock in high yields on bonds 
and “parking" cash in sterling. 

However, if the Organisation 
for Economic Co-operation and 
Development is right and Ger¬ 
man short-term interest rates 
do rise by another 1 per cent in 
the second half of the year, for¬ 
eign interest will be drained 
from gilts and the pound. With 


a yield at over 14 per cent, 
one-year paper could suffer a 
short shock. 

In order to avoid Spain's 
experience, the Government 
may make an ambitious entry 
plan by opting for a wide band 
and a high entry level for ster¬ 
ling. This would put a further 
squeeze on monetary policy 
but would provide a bounty for 
bonds. 

“The market is absolutely 
confident that we will go into 
the ERM and interest rates will 
come down,” said Mr John 
Sheppherd, chief economist at 
Warburg Securities. “The issue 
now is one of timing.” 

Although the timing and 
method of entry should be dic¬ 
tated by economics, it is more 
of a political consideration to a 
Government facing an election 
in the next 18 months. 

Once ERM has been dis¬ 
counted by the gilts market, it 
may turn its attention again to 
the issue of supply. The mar¬ 
ket is becoming increasingly 
thin and illiquid for many 
issues. The Bank of England 
made its sixth attempt last 
week to streamline supply by 
offering a gflts conversion to 
take effect on July 28. 

The Bank of England's 
announcement offers to con¬ 
vert the 8% per cent 2000 Trea¬ 
sury loan into the 9 per cent 
conversion stock also maturing 
in the year 2000 at a rate of 
£96.70. The offer affects £826m 
of the 8% per cent issue and 
£123lm of the conversion 
stock, making a full issue of 
around £2bn. 


Deborah Hargreaves 
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THE eyes of the US money 
markets will be fixed firmly on 
the Federal Reserve this week 
for clues to its response to 
President Bush’s abrupt 
about-face on taxation policy. 
Will it ease monetary policy 
and if so, when? 

The President's brief state¬ 
ment last week that “tax reve¬ 
nue increases” must form part 
of any budget deficit reduction 
package seemed to mark a 
turning point in US fiscal pol¬ 
icy, opening up for the first 
time in yeans the chance of a 
serious effort to cut the bal¬ 
looning budget deficit. 

It also seemed to pave the 
way for a drop in interest 
rates. Mr Alan Greenspan, the 
Fed chairman, said some three 
weeks ago that rates would foil 
if a credible budget reduction 
package was put together by 
the White House and Congress. 

White House pressures for a 
cut in interest rates will now 
be intensified and it so hap¬ 
pens that the Fed’s Open Mar¬ 
ket Committee, which sets 
monetary policy, will be meet¬ 
ing today for a regular two-day 
session. 

However, the widespread 
expectation is that the Fed will 
not move immediately to cut 
interest rates, though the Open 
Market Committee is likely to 
set a policy directive allowing 
rates to move lower in late 
July or early August if condi¬ 
tions permit. 

Why this caution? First, 
three little words from the 
President do not make a deficit 
package and there is still a 
very long way to go in the bud¬ 
get talks between the White 
House and Congressional Dem¬ 
ocrats, which had been stalled 
for six weeks before the Bush 
volte-face. 

The two sides seem to be 
moving towards an agreement 
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on the size of the cuts. Without 
action, the 1991 fiscal year defi¬ 
cit is now forecast to be around 
?160bn (excluding the cost of 
the savings and loan bail-out) 
compared with a total of $64bn 
set by the Gr amm Ro dman leg¬ 
islation. 

Meeting Gramm Rodman Is 
clearly impossible, so the tar¬ 
gets will have to be moved, but 
the agreement that seems 
likely would allow a reduction 
of some $50bn. 

This, however, still leaves 
open where the cuts and tax 
increases will foil, and Wash¬ 
ington has singularly failed in 
the past to reach agreement on 
any substantive package. This 
time, however, the escalating 
nature of the fiscal crisis seems 
to be concentrating minds. 

Even with so much up in the 
air, some economists are call¬ 
ing for rapid Fed action on the 
grounds of differential lags: fis¬ 
cal contraction will have a 
more rapid impact on the econ¬ 
omy than an interest rate 
impetus, so the Fed needs to 
move soon to counter the slow¬ 
down produced by a deficit 
package at the end of the year. 

Certainly, the economy is far 
from healthy and a budget 
package wiB increase the risks 
of it teetering into recession, so 
a counter-balancing easing of 
credit by the Fed will be of 
crucial importance in the 
months ahead. 

But a second reason for Fed 
caution is the still confusing 
range of economic signals con¬ 
fronting the Open Market Com¬ 
mittee meeting. The first half 
of 1990 has been notable for an 
extraordinary degree of confu¬ 
sion over the course of the 
economy, with opinion gyrat¬ 
ing between concern over infla¬ 
tion and recession. 

Inflatio n may not be rising , 

but it still looks like being 
stuck In a 45 per cent to 5 per 
cent range for the forseeable 
future, which will act as a 
strong restraining factor on 
the Fed. 

As for recession, Fed officials 
indicated last month that in 
their view the risks had dimin¬ 
ished, even though the econ¬ 
omy was growing at a very 
sluggish rate, and that con¬ 
trary to the views of Washing¬ 
ton politicians, there was no 
“credit crunch." 

However, more recent data 
has increased the concern of 
many economist about the 
strength of the expansion. In 
particular, final demand 
appears very weak, and con¬ 


sumer confidence diminishing 
sharply, and this could MU off 
what in the spring seemed to 
be the start of a revival in the 
depressed manufacturing sec¬ 
tor. 

Nevertheless,£he Fed seems 
unlikely to ease until it has 
seen some more statistical evi¬ 
dence and particular impor¬ 
tance will therefore attach to 
employment data for the 
month of June, due out this 
Friday. 

The consensus among ana¬ 
lysts is for a significant recov¬ 
ery in the rate of job growth 
after four months of softness, 
with many expecting an 
increase of 130,000 to 150,000 in 
non-form payrolls, excluding 
the distorting effects of tempo¬ 
rary census workers. If the fig¬ 
ures are again very poor, this 
might just trigger a very rapid 
easing of credit by the Fed. 

Last week’s activity in the 
money markets is certainly dis¬ 
counting some easing before 
too long. Bonds rallied in the 
wake of the Bush statement, 
both on hopes of dec lining 
rates and the expectation that 
this will reduce the flow of 
government paper. The bench¬ 
mark 30-year Treasury bond 
ended the week up % of a point 
in price, while its yield fell 
from 8.47 to 8.39 per cent. 
Yields dropped more sharply 


for shorter maturity bonds, 
which will benefit most from 
any Fed easing. 

The market began the week 
concerned over a schedule of 
heavy Treasury auctions but it 
was cheered by the one for 
four-year notes, where demand 
was much stronger than expec¬ 
ted and the average yield was 
8.50. There were $44.78bn of 
bids for the $&31bn of bonds 
sold, or 5.39 of bids for each 
one accepted. This was the 
highest ever bid-to-cover ratio 
at a four-year note sale, and 
there were rumours that one 
large Middle Eastern buyer 
was a big contributory factor. 

But despite the much firmer 
tone to the US credit market 
over the past week, interna¬ 
tional events could yet con¬ 
spire to restrict the Fed's hand. 
In Japan, money market rates 
are rising, while in Germany 
this weekend's monetary union 
will be accompanied by a tight 
credit policy and a big expan¬ 
sion of public borrowing. 

So while many analysts are 
expecting a 50-70 basis point 
cut in the Fed funds rate by 
the end of the year, and about 
50 points off Treasuries, the 
Fed's ability to go against the 
international trend may prove 
limited. 


Martin Dickson 
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THERMO ELECTRON Corp 

(U.S.A.) 


acquired through a pooling of interest 


100 % of the shares of 


E. & M. LAMORT 

(France) 


The undersigned acted as financial advisor 
to the shareholders of E. & M. LAMORT 


CREDIT LYONNAIS INVESTISSEMENT 


CUNVEST 


*1 CREDIT LYONNAIS GROUP 
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Berlusconi deposed at Mondadori 


By Haig SEmonian in Milan 

MR Carlo De Benedetti, the 
Italian financier, may have to 
wait until the end of January 
before he can consolidate his 
position at Mondadori. the 
leading Italian publishing 
group, whose chairman, Mr Sil¬ 
vio Berlusconi, was deposed on 
Friday. 

The Italian entertainment 
magnate, who became chair¬ 
man in a boardroom coup last 
January, lost the position after 
a series of crucial sharehold¬ 
ers’ meetings. 

Mr De Benedetti’s contract 
to buy a key 25.7 per 
cent block of shares in Amef, 
the holding company which 
owns a bare majority of Mon- 
dadori's ordinary shares, only 
becomes operational in Janu¬ 
ary. 

The new 15-member Monda¬ 
dori board will have five repre¬ 
sentatives from the De Bene- 


Generali 

premiums 

advance 

By Haig SImonian 

PARENT company premium 
income at Generali. Italy's big¬ 
gest insurer, rose by between 
10 per cent and 12 per cent on 
the non-life side and 16.6 per 
cent on the life side in the first 
four months of this year. 

Mr Enrico Randone, the com¬ 
pany's veteran chairman, said 
he expected the same rate of 
growth to be maintained 
throughout 1990. 

Premiums for the parent 
company amounted to L2.121.bn 
(Sl.Tbn) and L3384bn for life 
and non-life respectively in 
1989. 

Mr Randone admitted that 
underwriting losses in non-life 
insurance were likely to rise in 
1990 following the severe win¬ 
ter storms in parts of western 
Europe. However, he declined 
to provide any figures. 

Last year, domestic under¬ 
writing losses reached Ll25bn, 
against gross premiums of 
L3,442bn, on Generali's domes¬ 
tic business, and L52bn abroad 
against total foreign premiums 
of L2,063bn. 

Characteristically uncommu¬ 
nicative, Mr Randone gave no 
indications of the group’s plans 
beyond identifying opportuni¬ 
ties in eastern Europe, notably 
in Hungary, Czechoslovakia 
and eastern Germany. 
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Silvio Berlusconi: shown the 
red card by shareholders 

detti faction against six for Mr 
Berlusconi and his allies. How¬ 
ever, as at Amef, the balance of 
power will be held by court-ap¬ 


pointed sequestrators cur¬ 
rently administering the dis¬ 
puted share block. 

A new managing director 
has yet to be named. However, 
the court may favour Mr De 
Benedetti's candidate following 
last month’s arbitrators’ ruling 
that his contract to buy the 
Amef shares - guaranteeing 
him control of Mondadori - 
was valid. 

Meanwhile a decision on the 
competing Mondadori rights 
issues proposed by the De 
Benedetti and Berlusconi sides 
has been postponed until July 
24, to give the new board time 
to assess the company's finan¬ 
cial position. 

Maintaining an even temper 
against bitter personal attacks 
on his brief Mondadori chair¬ 
manship, Mr Berlusconi denied 
a conflict of interests between 
his ownership of Fininvest, the 


media group, and his position 
at Mondadori 

Fininvest had passed over an 
exclusive Italian magazine deal 
with West Germany's Bertels¬ 
mann group in favour of Mon¬ 
dadori, he said. 

Moreover, the Lll.3bn 
(S9.08m), out of a total budget 
of L40bn. spent by Mondadori 
with Fininvest on advertising 
for certain titles, was a 
smaller proportion of spending 
than Fininvest's average share 
of the national advertising 
market, he claimed. 

Undaunted after being 
shown the red card by share¬ 
holders, Mr Berlusconi, who 
owns AC Milan, one of Italy’s 
top football teams, said: *Td 
rather lose Mondadori 27,000 
times over than lose the foot¬ 
ball championship.” 


LATIN AMERICA PRIVATISATIONS 


Foreign bankers control ENTel 


By Gary Mead in Buenos Aires 


ARGENTINA’S President 
Carlos Menem has signed a 
decree confirming the sale of 
60 per cent of ENTel, the coun¬ 
try’s state-run telecommunica¬ 
tion network, to foreign con¬ 
sortiums. 

The US operator Bell Atlan¬ 
tic, in conjunction with the US 
bank Manufacturers Hanover 
and several Argentine compa¬ 
nies, is to operate ENTel north, 
while the Spanish company 
Telefonica, together with Citi¬ 
bank and the Argentine branch 
of the Italian company Techint, 
will control ENTel south. 

The new owners are sched¬ 
uled to take over on October 8. 

But it has emerged that nei¬ 
ther Bell Atlantic nor Telefon¬ 
ica are the leading sharehold¬ 
ers in the newly privatised 


companies. ENTel north’s 
majority shareholder is Manu¬ 
facturers Hanover, with 52 per 
cent, Beil Atlantic has only 43 
per cent, and its Argentine 
partners hold 43.1 per cent 
In the case of ENTel south. 
Citibank holds 57 per cent, 
Telefonica 33 per cent and 
Techint 10 per cent. 

The privatisation’s most 
Important feature is the large 
debt-equity conversion, 
enabling Argentina to reduce 
its $62bn foreign debt by frac¬ 
tionally more than $5bn. 

The ENTel north purchasers 
put up S2.31bn of Argentine 
debt, while those of ENTel 
south made a bid which fea¬ 
tured debt worth $2.72bou 
Fears are already growing 
that long-suffering consumers 


have been duped into hoping 
for vigorous new telecommuni¬ 
cation management, but tbe 
reality is that anxious bankers, 
with little interest in anything 
but recovery of bad debt, are 
the new owners of the col¬ 
lapsed company. The new oper¬ 
ators of ENTel receive a con¬ 
cession for up to 10 years, after 
which their position is open to 
government review and, by 
implication, renationalisation. 

The remaining 40 per cent of 
ENTel is to be divided by 
apportioning 10 per cent to 
employees, 5 per cent to coop¬ 
eratives associated with 
ENTel. and 25 per cent will be 
floated as shares on the local 
stock market, with an individ¬ 
ual upper limit of $2,000 worth 
of shares. 


Mexico gives details of banks sell-off 


By Richard Johns in Mexico City 


FOREIGN participation in the 
18 Mexican banks due for pri¬ 
vatisation will be limited to 30 
per cent rather than the 34 per 
cent previously indicated, 
under draft legislation submit¬ 
ted to the Congress by Presi¬ 
dent Carlos Salinas de GortarL 
Individual shareholdings will 
be limited to 5 per cent, or 10 
per cent with permission. The 
aim is to avoid concentration 


of ownership which character¬ 
ised the system before nation¬ 
alisation in 1982. 

The legislation aims to pre¬ 
vent banks from giving prefer¬ 
ential loans to substantial 
shareholders, and to promote 
substantia] participation by 
institutional investors. 

The Government will regu¬ 
late the system and proposes to 
keep a stake in the banks, 


which are currently 66 per cent 
state-owned. It intends to keep 
the Fonapri support fund, 
administered by the Bank of 
Mexico, which in the past has 
assisted banks in financial 
trouble. It expects privatisation 
to take up to a year. 

Existing shares known as 
Certificodos de Aportocion Pat¬ 
rimonial (CAPs) will be con¬ 
verted into ordinary shares. 


This announcement appears as a matter of record only. 
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Socialists 
table plan to 
nationalise 
Framatome 

By William Dawkins 
in Paris 

FRENCH Socialist MPs have 
formally tabled plans to 
nationalise Framatome, tbe 
nuclear plant builder which is 
at the centre of a struggle for 
management power between 
the public and private sectors. 

Even though the Govern¬ 
ment itself is against full 
nationalisation for Frama¬ 
tome, the plan is calculated to 
step up the pressure on Com¬ 
pagnie Generate d’Electrictte 
(CGE), the privately-owned 
telecommunications and engi¬ 
neering group at the heart of 
the row. 

CGE created a political rum¬ 
pus last month by taking 52 
per cent control of the partly 
state-owned plant builder, 
thereby outmanoeuvring the 
state, which owns 45 per cent 
through Electrlcite de France 
(EdF) and the CEA atomic 
energy commission. Frama- 
tome's staff, fiercely opposed 
to CGE’s approach, own the 
remaining 3 per cent 

Mr Pierre Beregovoy, the 
Finance Minister, said at the 
end of last week that the Gov¬ 
ernment was still negotiating 
with CGE for 51 per cent con¬ 
trol and that it was not seek¬ 
ing 100 per cent ownership. 
That would in any case be 
against tbe Government’s pot 
icy of allowing neither nation¬ 
alisations nor privatisations. 

The latest proposal, by the 
parliamentary Socialist group, 
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control of Framatome is 
against the public Interest, a 
claim which rests on the plant 
builder's position as monopoly 
supplier to the highly nuclear- 
dependent electricity board. 

Framatome's orders have 
dwindled in recent years, 
though an upturn could be on 
the way, following EdF's 
announcement on Friday that 
it will order Its first nuclear 
reactor for four years in 1991 
and was considering possible 
orders for eight more after 
that, to cope with growing 
domestic and export de man d. 

EdF followed an 
over-ambitious reactor build¬ 
ing programme in the early 
1980s, when orders were run¬ 
ning at five a year, since when 
it has held back to allow elec¬ 
tricity demand to catch up. 


’New issues of US 

securities increase 
by 9% in first half 



By Martin Dickson in New York 


NEW issues of US securities 
increased by nearly 9 per cent 
in value during the first half of 
this year and their composition 
changed radically, with a sharp 
decline in junk bonds, a boom 
in mortgage and asset-backed 
financings and strong growth 
in equities. 

Figures produced by LDD 
Information Services show that 
in the first six months of 1990 
new issues totalled $155.9bn, 
an increase of $UL5bn on the 
first half of last year. 

But the tougher environ¬ 
ment meant that underwriting 
fees continued to decline, with 
only $1.2bn so far this year, 
compared with $l.7bn in 1989. 

The junk bond market saw 
its share of the non convertible 
debt dive from nearly 12 per 
cent to less than 1 per cent 
The value of junk issues 
declined from $l4.96bn to 
$1.08bn, while junk fees 
dropped from $452m to just 
$12.1m. 

Debt financings rose $7.4bn. 
or 5.7 per cent in the first half. 
Mortgage-backed financings 
were up 33.2 per cent, to 
$65Bbn, but lost momentum in 
the second quarter, which 
accounted for only $6.8bn of 
the rise. 

Asset-backed financings 
more than doubled, reaching 


$l8-3bn in the first half, com¬ 
pared with S8.2bn in the same 
period of 1989. 

According to fi)D, combined 
mortgage and asset-backed 
debt now accounts for 61 per 
cent of the total domestic debt 
market 

Equity issues grew by S3Bbn 
to $l2»7bn in the half, a rise of 
42.7 per cent However, there 
was a marked slowdown in the 
growth of initial public offer¬ 
ings - companies coining to 
market for the first time - 
which were up only 13.3 per 
cent to $6Bbn and comprised 
only 54 per cent of the equity 
market, against 67 per cent in 
the first half of last year. 

JDD said that while initial 
offerings appeared to be on the 
decline, "reverse LBOs” - 
buy-outs returning to the stock 
market - might be making a 
comeback. The first half of the 
year saw 12 come to market for 
a total of 5662m. compared 
with nine in all of 1989. with a 
value of $677m. 

Merrill Lynch retained its 
position as leading manager of 
underwritten offerings, with 
$25.1bn of deals, or 16.1 per 
cent of the market? followed by 
Goldman Sachs with S21_2bn, 
Morgan Stanley with $17.8bn 
and Salomon Brothers with 
Sl5.8bn. 


Shuttle head'^ 

changed by 
Trump ,gp 

MR Donald Trump, the US ceaI::vT 
estate developer whose empire 


is in deep financial trouble, At 
has replaced the head of 




return 


Japanese bank raises funds 
with subordinated loans 


By Stefan Wagstyi in Tokyo 

SUMITOMO Bank is to be the 
first Japanese bank to raise 
funds through subordinated 
loans following a recent deci¬ 
sion by the Ministry of Finance 
to ease restrictions. 

Sumitomo International 
Finance, the bank's subsidiary, 
will issue Slbn of subordinated 
notes in the US and in the 
Euromarket and the proceeds 
will be lent on a subordinated 
basis to the parent bank. Japa¬ 
nese banks are not themselves 
allowed to issue subordinated 
notes. 

The size of the issue indi¬ 
cates Japanese banks' enor¬ 
mous need for capital to 
finance their fast-growing asset 
portfolios. The plunge in Japa¬ 


nese equity prices reduced 
their capital reserves signifi¬ 
cantly and forced the banks to 
redouble efforts to persuade 
the finance ministry to sanc¬ 
tion subordinated loans. Other 
banks plan to follow in Sumito¬ 
mo’s footsteps. 

Tbe banks need to increase 
capital to meet standards for 
capital adequacy laid down by 
the Bank for International Set¬ 
tlements. 

Sumitomo is to set the terms 
early this month. The proposed 
US offering will total $500m in 
10-year fixed-rate notes led by 
Goldman Sachs, the US invest¬ 
ment bank. Sumitomo Finance 
International will lead a simi¬ 
lar issue in the Euromarket. 


York and Washington, writes-..I 
Martin Dickson. r'-’r 1 

No explanation was oSered' -^^ ;T 
for tbe elevation of Mr Rkh.: : * 'JlP 
ard Cozzl, vice president 
operations, to replace 
Bruce Nobles as president of , jji£lK) 
the shuttle. However, Mr.jftV IU*T 
Trump expressed displeasure ,?V 
with the management of the J ypfllffl 
operation in a recent intermit^ 
view. The shuttle, which Mr ™ 

Trump bought for 5365m last"* 

year from Eastern Air lines, is. ?- 

up for sale - as is a rival - v 

service along the North-east fTT- * 

seaboard nm by Ban Am. 

buyer has been found. - r'&P' 

■ Suez, the French financial W- 

and industrial conglomerate, 

is to take a stake of up to 20'Vj- : 

per cent in the family-con- s. 

trolled Amorim group, one 

tbe largest private sector com- 

parties In Portugal, writes ' 

George Graham in Paris. 

Suez, together with its Bel- '.7 

gian industrial subsidiary *:->£2 
Sodete Generate de Belgique •- 1 

and its Spanish partner Her- - 

capital, in which it owns 25 ~ 
per cent, will take part in a“ 
capital increase, for Amoriar 
Investimentos e Partfdpacoes,i 
the main family holding com- ^ >" 

pany. . 

Subsequent capUai/~V^- 

operations under consider- _ 

ation could dilute the stake to.----- 

between 10 and 20 per cent _ 


■ Placer Dome, North Amer¬ 
ica’s biggest gold producer, 
has completed divestment of 
all its energy interests with 
the sale of the Canadian off 
and gas properties to a group 
controlled by Amerada Hess of 
New York, for C$305m 
(US$262m) cash, writes Robert 
Gibbens in MontreaL 

The US properties were sold 
two months ago to Unocal for 
US$336m. The two deals raise 
Placer's cash to well over 
C$lbn, earmarked far acquisi¬ 
tions in gold and base metals. 

Placer's $67.50-a-skare bid 
for Stikine Resources expires 
on Wednesday and the com¬ 
pany says it will not extend 
the date. 
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This advertisement has been issued in compliance with the requirements of the Council of The Stock Exchange. It does not 
constitute an invitation to any person to subscribe for or to purchase any securities in or ofJardine Motheson Holdings Limited 
I“Jordine Matheson’). Jardine Motheson (Financo) Limited (' Jardine FinanceV or Dairy Farm International Holdings Limited 
("Dairy Farm'}. 


JARDINE MATHESON HOLDINGS LIMITED 

Incorporated in Bermuda with limited liability 

Following the passing of the requisite resolutions at a Special General Meeting of Jardine 
Matheson and a meeting of the holders of the Warrants to subscribe for ordinary shares in 
Jardine Matheson issued by Jardine Finance, a subsidiary of Jardine Matheson, (the 
"Warrants"), each held on 7th June, 1990, the issued share capital of Jardine Matheson has 
been redenominated into US dollars. Each of the 638,680,001 ordinary shares of HKS2.00 
referred to in the listing particulars of Jardine Matheson dated 8th May, 1990 has now been 
exchanged for a share of US$0.25. Summaries of the amendments to the Memorandum of 
Association and Bye-laws of Jardine Matheson, and the terms of the Warrants, which were 
made and ap proved at those meetings are contained in the listing particulars of Jardine 
Matheson dated 8th May, 1990. 

Application has been granted by the Council of The Stock Exchange for all the issued ordinary 
shares in Jardine Matheson and the ordinary shares in Jardine Matheson which may be issued 
on exercise of the subscription rights attaching to the Warrants to be admitted to the Official 
List. The grant of listing of the US dollar denominated shares became effective on 29th June, 
1990. subject to the posting of the Rule 520 Notice, and dealings are expected to commence 
today, 2nd July, 1990. 

DAIRY FARM INTERNATIONAL HOLDINGS LIMITED 

Incorporated in Bermuda with limited liability 

Following the passing of the requisite resolutions at a Special General Meeting of Dairy Farm 
held on 5th June, 1990, the issued share capital of Dairy Farm has been redenominated, into 
US dollars. Each of the 1,643,002,856 ordinary shares of HKS0.25 referred to in the listing 
particulars of Dairy Farm dated 8th May, 1990 has now been exchanged for a share of US$0.05- 
Summaries of the amendments to the Memorandum of Association and Bye-laws of Dairy 
Farm which were made and approved at that meeting are contained in the listing particulars 
of Dairy Farm dated 8th May, 1990. 

Application has been granted by the Council of The Stock Exchange for ail the issued ordinary 
shares in Dairy Farm to be admitted to the Official List. The grant of listing of the US dollar 
denominated shares became effective on 29th June, 1990, subject to the posting of the Rule 
520 Notice, and dealings are expected to commence today, 2nd July, 1990. 

Listing particulars and supplementary listing particulars in respect of Jardine Matheson {and 
in respect of Jardine Finance) and in respect of Dairy Farm in relation to their admission to 
the Official List are available in the statistical service maintained by Extet Financial Limited. 

Copies of the listing particulars and supplementary fisting particulars are available for 
collection only during usual business hours from the Company Announcements Office, The 
Stock Exchange, 46-50 Finsbury Square, London EC2A 1DD on any weekday (Saturdays 
excepted) up to 4th July, 1990 and may be obtained during usual business hours up to end 
including 16th July, 1990 from: 
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Robert Fleming & Co. Limited 
25 Copthall Avenue 
London EC2R 7DR 


Cazenove&Co. 
12 Tokanhouse Yard 
London EC2R7AN 


2nd July, 1990 
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UK COMPANY NEWS 


prey advances to £22m 
cautious on outlook 


* r 


£S1«A 

*■ ;*£l2 1 


ASPKBY, tlift Bond Street-' Mr John Asprey, cbainiian. 
jewelier, again backed the; said: “We are^ bound to be 


trawi’ tjf the retail sector 
reported afceax20percentrise 
to »rS$a? Bro»5 Wm for 
^ 0 - -ss the year to March^L. 

Faf? 3 St>s*n2^«s,. : rose by 2Lpet obit, 

' .fitoPS8204ni to &5ZtoL 
i M *r ^Aapr^s CT8tonh 
•5?5 n *as ^ ■ era-'; have generally shown 

f' e of thesn^dves to be unmoved by 

Bn&tefc-v thMfl*** «£ higher mortgage 

• to u 

9% as 



affected. by the present eco- 
, homte: uncertainties^ but it is 
hard to predict to- what 
-.extent-" - 

Mr Nicholas- Harrington, 
. flnmwiar controller, said that 
although current trading was 
satisfactory, the .group might 
And it .quite difficult to pro* 
diu* a. further 20 per cent 
increase this year. 

Profits;growth had slowed 
- since toe .'first-half; when pre¬ 


tax profits jumped by 52 per 
cent to £12.3m. At the time 
shareholders were warned that 
this exceptionally high growth, 
which, was the result of certain 
large sales, was unlikely to 
continue. 

After a slightly lower tax 
rate, earnings per share 
increased by 21 per cent to 
l&52p(l&33p). 

A final dividend of 3.25p 
makes a total of 435p - an 
increase of 20 per centover the 
previous 3.63p. 
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CDLLENS, th e Lon don-based 
coowmence-store grocery chain, 

rrecpp «■ cni*btcklnto.pwlltta'toeyBar 
rial conc,*® 40 ^- to-Wbritay 25 after eight years 

*£S5 

‘ Ifle raan, 

w>m gta^- 
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EpU|». Aftertaking account of excep- 
■ ■ rinnaV income Of £757.000 (prowi- 

dim £3m) relatiug to property 
at toe pre-tax level 
through at iuajDOO rcn^ 


said: “ff things contirrae as they 
are we should certainly ccotirme 
to trade pco&taMy." 

. He said the group moved into 
profit last October and he 
hoped profits would accelerate 
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pared with previous losses of 

At „tfae precsEceptional level, 
the loss was £838,000 but that hid 
a snaU paxiftt in the second, half 
r- there .is the possMfty of a 
return to dividend^^payments in 


The'2g store chain has been, 
revamped, and new stones win 
be opened in toe current year. 

The group bas moved to maxt- 
aging the shoes on a “partner- 
Btnp pton” A nd h ?s introduoad 
ftanc&#mj. That means inxfivid- 
ualstrae managers arerewarded 
according to petoomance. 

As a result, Cullens’ turnover 


was the subject of a 
jmnagement buy-in: in late 1984 
-and since then has mada three 
equity issue, raising filLSm, and 
has:eccumulated tosses of gem.'. 

Mr Peter Matthews, chairman. 


daring the year 
from yiaiak to £7An, but that 
was because the gro u p now took 
a pe rcentage of stares turnover. 
Stares had seen on average a 14 
per cent sales increase on a com¬ 
parable bass. Mr Matthews 


Receivers 
called in at 
Kromagraphic 

By Jotm Thornhill 

Kromagraphic, the computer 
graphics and photographic 
reproduction house, has called 
in the administrative receivers 
in “view of the serious nature 
of the company's continuing 
finoTiwai problems." 

On Friday the company 
asked the Stock Exchange to 
suspend its shares at 2p, com¬ 
pared to the value of LOp at 
which the shares were placed 
when the company was intro¬ 
duced to the Third Market in 


Earlier this year, the com¬ 
pany warned of losses for the 
year to March 31 following an 
interim loss of £190,000. Mr Jim 
McNulty, chairman, said the 
tosses were caused by a down¬ 
turn in business in the adver- 
ig and marketing fields. 
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CORPORATION 


first. Leisure Corporation PLC 
■ £60,000,000 Credit Facility 
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HIfeL SAMUEL 

merchant bankers 

Lead Managers 


Girozentrale and Bank der osterreichischen 
S paricassen Akticngesellschaft, (London Branch) 


The Nippon Credit Bank, Ltd 


Swiss Bank Corporation 


Banco- Central, S.A. 


Union Bank of Switzerland 


Mtknogers 


HiiTSarauel Bank Limited 


The Mitsm laiyo Kobe Bank, limited 


The Fuji Bank, limited 
Kan sal Hs Banking Group 


National Westminster Bank PLC 


.Mnpsira 


f ASLK-CGER Bank (London Branch) 

i . 

; Barclays Bank PLC 

» » 

> De n Danske Bank 

i 

i 

‘ Istitnto Bancario San Paolo di Ibrino 


The Bank of Yokohama, Ltd. 


Credit Lyonnais, London Branch 


Hambros Bank Limited 


The Sumitomo Bank, Limited 


i Allen & Oveiy 


Leflcd Mvbm 


Agent 


Paisner & Co. 


HILL SAMUEL BANK LIMITED 
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This adDerusemtm u issued m compliance wish the r e q uire me n ts of the 
Council of the Imematumal Stock Exchange of the Vnixed Kingdom and 
The Republic of Ireland Limited ("The Stock Exchange") and does not 
consnaae an imitation to any person to subscribe far or purchase any 
securities . 

Southend Property Holdings PLC 

[Inzorporaied m England and Wales, Rggistend No. 267163) 

- ISSUE OF UP TO 7,818,860 WARRANTS TO SUBSCRIBE 
l- FOR ORDINARY SHARES OF 5p EACH IN THE COMPANY 

I. -■ 

*. The Company has made an issue of warrants to holders of the 5 Vi per 
1 cent (netj cumulative convertible redeemable pref er ence shares of £1 
in the Company (.“Convertible Preference shares”) who have 
redeemed their Convertible Preference shares in'the proportion of 10 
warrants for every Si Convertible Preference shares redeemed. Each 
warrant entities the holder to subscribe for ordinary shares of 5p in 
the Company ax a subscription price of 115p. The warrants are in 
registered form and may be exercised at any time from 19th July, 
1990 to 30th September, 1997. 

The Council of The Stock Exchange has agreed to admit foe warrants 
TO The Daily Official List, such admission w31 became effective and 
A-aifrig* in ihe warrants will commence on 2ixijuly, 1990- 

Details of the warrants are available m the statistical service 
maintain**! hy FttpJ fmarw-ial Limited and eojpies of the areuiar to 
shareholders dated 5th June, 1990 containing, aaer pEa, details of the 
warrants, may be obtained during normal business hours up to and 
including 4th July, 1990 from-the Company Announcements Office, 
The Stock Exchange, 46-50 Finsbury Squatty London, EC2A 1DD, 
ted during normal business boors on any weekday (Saturdays and 
public holidays excepted) up to and inc lu din g lfith July, 1990 from: 

James Capel & Co. Limited 
7 Devonshire Square 
London 
EG2M4HU 


i 


! 


Southend Property Holdings FLC 
Latches House 
188-WiffifieldWay 
LcntioirNWl 16YA 

2ndjufy t 1990 ^ •. 
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MAI raises 
£79m via 
asset sale 
in France 

By George Graham in 
Paris 

MAI, the British services 
company, is to raise £79m by 
placing part of its stake in 
Avenir Havas Media, the post¬ 
ers and freesheets group 
which it controls jointly with 
Havas, toe French privatised 
media group. 

MAI will place 2.1m Avenir 
shares at a price of FFr371 

This will cat from 32 per 
cent to 20 per cent its stake in 
Avenir, which was formed a 
year ago from the merger of 
Havas’s poster and freesheet 
businesses with MATs poster 
Interests. 

Havas will remain the lead¬ 
ing shareholder in Avenir with 
51 per cent, bnt MAI said it 
regarded its remaining 20 per 
cent stake as a Tong term 
strategic holding* and had no 
intention of reducing it far¬ 
ther. 

Avenir, which made after¬ 
tax profits of FFrl76m last 
year, is the leading poster 
group in France, the UK, 
Ireland, Spain, Portugal and 
Italy, as well as number one in 
the French freesheet market 

FT Share Service 

The following changes have 
he enma de to the Share Infor¬ 
mation Service: 

Additions: Siemens AG (Sec¬ 
tion: Electricals). 

Vard AS A (Free) (Trans¬ 
port). 

Deletions: Aquascutum (Ord. 
& A) (Drapery & Stores). 

Fashion & General (Invest¬ 
ment Trusts). 

Fledgeling Japan Inv. Co. 
Warrants (Investment Trusts). 

Fundinvest (Inc. & Cap.) 
(Investment Trusts). 

Lancaster (Motors). 

Mainmet (Industrials). 

Oceana Development (Invest¬ 
ment Trusts). 

Pennant Group (Third Mar¬ 
ket). 

Regentcrest (Property). 

Star Computer (Electricals). 


BOARD MEETINGS 

TODAY 

fctorififr- Klfttfwort Barraon Gift Rind. 

Finals- Crosby (Jarass), Roosmoa Scottish 
S Newcarts Brvmnts. Wessex Wuw 


July 5 
July S 
July 20 
July 19 
July 11 
July 4 
Jtrfy 25 
July 9 
July IB 

July 9 
July IB 
July 4 
July 19 
Jufy 4 
July 5 
July if 
Jtdy 19 
July 5 
July 3 
July 17 
July 6 
July 9 
July 9 
July 11 
July 6 
July 6 
July 5 
Aug. 29 
July 19 
July 9 
July 12 


oucfciRcSnai InH-_—-. - 

Eenstorfl IMS._... 

Osmans Bactncal_- 

DewftM - —« 

Dctono Printing Sciences 


Homing American Inv Tst- 

LASMO____ 

Lelca.... 

Seeuriguans______— 

AULT PUl wn—rwmmmnmwmwmm mmw ■ «... . . n > 

Besxsak- 


Braaway — 

Campbell & Armstrong 

Deajen- 

Dbicns...._ 

owei - 

Firsi Technology__ 

Ffenaiog Inv. Truss_ 

Hempson Inoustrtee 
Ivory & Sene 




Menzica (John]_ 

Mosaic Investment__ 

Morris Ashby- 

Palme rtfan_ 

Real Tone Control- 


Rowe Evans Imrs_ 

Smith (WH) 


Symonds Engineering- 

UMECO___ 

Welpas___ 


HMC MORTGAGE 


£150,000,000 


Floating Satte Notes J017 

For she interest period 29 June 
1990 to 28 September 1990 the 
Notes will bear interest at ISMb 
per amaatL Interest payable on 28 
September 1990 will amount to 
S3JSO2J0S per EIOOJOOO Note. 


JP Morgan 


To the Holders of Warrants 
to subscribe for shares of common stock of 



KFTHA NSHIN REAL ESTATE CO., LTD. 

issued in conjunction with 
U.S.$25.000,0<X} 

2% per cent Guaranteed Bonds 1932 

NOTICE OF ADJUSTMENT OF SUBSCRIPTION PRICE 

Pursuant to paragraph (xur) of Clause 3 of the Instrument 
(the "Instrument’') dated 27th April, 1987 relating to the above 
described Warrants (the "Warrants”), notice is hereby given 
that as notified to the holders of the Warrants on 14th June, 

1990, the Board of Directors of Keihanshin Real Estate Co., Ltd. 

(the "Company”) at hs meeting held on 29th May, 1990 
resolved that the Company offer rights to its shareholders of 
record on 30th June, 1990 (the “Record Date”), entitling them to 
subscribe for 0.1 share of the Company's common stock for 
each one share held at the subscription price of 550 Japanese 
yen per share. Such rights will be exercisable for the period 
from 10th August, 1990 to 21st August 1990 (both days 
inclusive)- The shares of common stock subscribed by the 
shareholders will be issued on 1st September, 1990. 

As a result of such offer of the rights, the subscription price 
of the Warrants has been reduced from 772.1 Japanese yen to 
734.00 Japanese yen per share, effective as at 1st July, 1990 
which is the day immediately following the Record Date, 
pursuant to paragraph GO of Clause 3 of the Instrument 

THE SUMITOMO BANK. LIMITED 
on behalf of 

KEIHANSHIN REAL ESTATE CO.. LTD. 

1:2nd July, 1S90 
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CLOSES IN 7 DAYS OFFER CLOSES IN 7 DAYS OFFER CLOSES IN 7 
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BRITISH 

COAL 

PENSION 

FUNDS 


FINAL OFFERS 


CITYSTONE ASSETS PLC 

FOR 

GLOBE INVESTMENT TRUST P.L.C 


205 P 


ACCEPTANCES TO BE RECEIVED BY NO LATER THAN 

1.00PM ON MONDAY 9th JULY, 1990 

Should you wish to sell your shares to us for CASH NOW rather than 
accepting our offer, please instruct your stockbroker or bank to contact 

Barclays de Zoete Wedd Securities limited. 

de Zoccc Wedd Securities Limited was instructed on 20th June. 1990 by Cicysione to purchase up to 95 million Globe Ordinary shares 
(17.64 per cent of Globe Ordinary shares) on its behalf for immediate cash settlement- Whilst this order currently remains open. Ciiybium: reserves 
the right to change It In any way without further announcement 

The issue of this advertisement has been approved by duly authorised committees of the directors of British Coal Staff Supcnmmuiiorr Scheme 
Trustees Limited ("the Staff Superannuation Scheme Directors") and of the trustees of die Mincworkers’ Pension Scheme and of the directors of 
Cicystoae. The Staff Superannuation Scheme Directors, the trustees of the Mincworkers’ Pension Scheme and the directors of Cirystonc f all erf 
whose names axe given in the Original Offer Document) accept responsibility for the Information contained in this advertisement. To the best of 
the knowledge and belief of tbc Staff Superannuation Scheme Directors, the trustees of the Mineworkers 1 Pension Scheme and the directors of 
Gtystone (having taken all reasonable care to ensure that such is the case) the information contained In this advertisement is in accordance wLti: 
the frets and does not omit anything likely to affect the import of such information. 

The issue of this advertisement has been approved by Barclays de Zoete Wcdd Limited for the purposes of Section 57 of the Financial Sernas Ac: 
1986. Barclays de Zoete Wedd Limited is a member of The Securities Association. 
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Prdimmary Announcement of Results for the year ended 31st March 1990 

Yorkshire Water on target 

Pre-tax profits 65% ahead of prospectus forecast 


32% increase in capital investment 


Capital expenditure programme well advanced 
Severe drought handled by Yorkshire Grid system 



Result 

Prospectus 

Forecast 

Pre-tax profit 

£57.7m 

£54m 

Pro forma pre-tax profit 

£1013m 

£98m 

Pro forma earnings per share 

465p 

44.8p 

Dividend 

1028p 

102Sp 

Investment 

£189m 

£191m 

1_ 


Announcing the results 
Yorkshire Water’s Chainnan, 

Sir Gordon Jones, said: 

“Yorkshire Matter has made a 

promising start in the private sector. 
Turnover increased in 1989/90 by 
over 15% on the previous year and 
the Group has produced pre-tax 
profits of £57.7 million, an improve' 
merit of 65% on our prospectus 
forecast The Board is recommend¬ 
ing a dividend of1028p (net) per 
Ordinary Share in line with our 
prospectus forecast 

It was a challenging year. % 
invested record sums on capital and 
inf ra structure schemes, up by 
about a third on the previous year, 
and during one of the worst 


droughts this century in Yorkshire, 
we made full use of our Yorkshire 
Grid to maintain supplies to our 

customers. 

Our priority for the immediate 
future is the Water Services 
business and our targets for 
improvements in the quality of 
drinking water, rivers and bathing 
beaches in the Yorkshire region. 
We wOl continue with our drive to 
increase operational efficiency and 
to obtain the maximum 
productivity from our substantial 
programme of investment. 

To achieve extra growth in 
earnings in the medium to long* 
term, we plan Go expand outside 
our core business into those 


markets which are relevant to our 
existing assets, skills and experience 
and where we can create real added 

value.” 

The 1989/90 Report and 
Accounts will be posted to 
shareholders from 20 July 1990 

onwards. The Shareholder 
Information Office can be 
contacted on 0800 919303. 



Yorkshire Ubfer mrks. i 
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Boumofniwtti A OMrd tear 06% Goa 

V 1.760 

Dd^£8% PL TAp - r 


OffWii AcdM An & Uft-Am. 32A> 
DO. 6*2% cm. PL IJDSp 
***** 4 tfafand ttp 
Qte»27p •*•- .... 

.Greyhound Dtal Cftrp. 33ate. 

Quptfun RomLEmiaa 7Jp 
Q 0ttf iouM '* • 

‘ Qdnfim. Mflhn Up 
O ni o n — S\% Cv. Cm. Rd PL UTflp 
Hodon HkLMa a.«0 
. Kttfa Hof— l Oonten 4p 
H—Okm 01 8w A PL 48L76da 

Huslaom A Cf— dip ' 

H art— aip ■ ■ . 

Da 7% Ov. Da- ndL PC UP 
l l B iter TO rfdoy fflp - • 

H—ho w Laa Ma OAp 
Kmrtfn 4M-te PL £Z76p 
Hay (Motmih) 1 Jp 

Had —Ml Foods 7-6% Cm. Pf* PL 4J76p 
namnoL ump 
Haflcal Bar TJSp ' 

Htt—h 070 1 


6av\ ^ZT*-. A' 

r-^'sgsJf 

c »7i -> rf.-u .< : 

* 

!fcr:-ad>:g .. 

^ iiSUfcs," 

■ ■ 

* . ^ - 2> v. 

J iriJT’ft 


BHOfc — 3p 


.Mm imp 

Brldport-Oundry 6% Cm. PL 2.1p '•. • 

ariddlMMtanwarta.2JB% Pop. PL L4p ,. 

Do-ILM Com. PL IJSp 
Dq. A% Cons. Db. toe. . 

DaU5MDH'iWdBpa - 
Do. «M% !id Dix aoom202po 
-BrBM Aeroepmee ?.73p Cm. te. Rd Pf. 

' SJXTfip ’ 

Ar—h poium&ts Etaobto 4% M. Bds. 
Bor F 1961/91 2pa 

.BMCnrti S^* Gan. Tot 10%% Db. 
.-■-:2011 Sipc. . - - ■ 

BrVah Sugar J0%% Rd Db. 2Dl3 5%pe.- ' 

MM & JsdBMl 1J0 
Da 1075% Cv. Cm. Pf. &S750 


-Johnson tep. C—9% Cm. PL OUp 
Da 7 jS 0 te. Qa. Rd PL 0760 


KmfkSmm 07 0.'../ • 
LWT 0049*1 096780 Cv. 


Loads 3p .. 
UndtfMdtt*OJ0 . 
UMOM 5% Cm. PL L7S0 
Loa A BMu b — b Tot 8%% 


Tot 8 %% totCm. Rd PL 


ci Qraop taep 


id 


r cent. 
e2001 

> . V*' - ■ - 7 

i-';. - vc - 

A.LA . «_ 

■■ ■ 

rV':-.-:y 
^ - *;I*r 

•r ■*...■.*■.• V * 

f— ■■'r■. _ » “ I 

•:? .»* .%• I 

L.^5.; j 
9?5 IT 1 1 


f 4 / ^ 






^SSt3H2i .j 



Carbon Comma. Cm. Cv. Rd PL USp' 
Ch— srW—r8% Rd PL 1—Ap 
J>*4% Rd Db. 19B094 4pa 
C—ngton Carp. 9%% Cbl Rd PL 0760 
Co— Vlyada fip 
C P l ffff W ri g 3_27p 
/CudawrQrp: 8p r'-; 

Ooopar (Fradarlcfc) 160. 

' Qosm hi 7 .fip' 

Oom te oy Pops 6% Cm. PL 1J6p ■ 


Lad 4 MabopoKsn 4260 
Lon. O.tPaaaa ntlpOrn Ip 
Uiaa (&) 11% Cm. PL 060 
Martin <AJ 2Ap . 

.teddons G— 1 A 0 


Crods M- Oflp 


Monet* Y ASM UngmL 17A0 
MkMtedlMor 6% 3p 
Da.12% fid. DO 1993 6pa 
Da 12%%.Hd 00 2005 5%pc. 

Da 9\% Rd DO 1997/89 4&PO 
Da-12%% Rd DO 1996B%pa 
Mid flu —k W—H% Perp. DO 2pa 
DaSSParp. DO Upc. 

Da 11% ltd.DO 2012716 5%pc. 

Da 6%% D01— 2%pa 
Morgan Cm o fbf a 070 
MOflflnd 1A70 


PARLIAMENTARY 


Commons: - Debate on 
assistance to eastern Europe; ' 
BmoAhSoh reiattag to .'finance. 
ML exposed 1 private basmess 
from Tim. 

Lardsr Hoad traffic (temporary 
restrictions}. ML 3rd leading. 
Social secarity MEL 3rd read¬ 
ing. Bmto mmen tal protection 
bifl, committee. 

Select committees Public 
accounts - subject,, clerical 
recruitment. Witness: Peter 
Kemp* Office qf Manpower arid 
Civil Service' (Room "is; 43ft. 


-dent loans) regulations. 

Lords: Ri^its of way bill, 3rd 
reading. Entertainments, 
(increased penalties) MB, 3rd 
reading. Enterprise and new 
towns (Scotland) MB, conmrit- 
.tee. Horses (protective bead- 
gear for young riders) bill, 3rd 
reading. T.jc mwrn g (low alodbol 
drtaks) MU, 3rd reading. 
Cmnaottees -on private bills: 
London Underground (Victo¬ 
ria) bSl (Room 7, 10.30 am); 
Midland Metro MU (Room 6, 
1030 am). 


Commons: Debate' oil 'Arts and 


Commons: Opposition debate 
entitled *CrisSs inoor Schoote'. 
Oppo^tion debate on housing. 
Mmf i nn the education (stu- 


Lords: Environmental protec- 
tUm Mil, committee. Access to 
health records bill and con¬ 
sumer guarantees bill, 3rd 


Extended hours of opening 

'. For die convenience of pur. customers, 
with effect from 2nd July 1990, 
our branches will remain open 
until 4 p.nL, with the exception of 
Lombard Street Office and Bristol Branch 
where closing times remain unaltered at 
3 p.rri. and 330 pm. respectively. 

• ■ a m 

All items presented before 4 p.m. 
will normally be processed 
on the same working day. 





440 Strand, London, WC2R OQS 


- : —-— TOTAL Group _ 

TOTAL COMPAGNIE FRANCABE DES PETROLES 


By a resolution passed at an Extraordinary 
General Meeting of the Company held on 
13th June, 1990, the shareholders have delegated 
to the Board of Directors for a period of one 
month the power to iss ue Pe rpetual Subordinated 
Securities Repayable in TOTAL CFP B Shares 
{TSDIRAJ by an amount of FF6.7 billion. Pursuant 
to-this authority, the Directors have determined by 
a resolution passed at a Board Meeting held on 
28th June. 1990 to issue 8,804,204 7SDIRA. The 
price per T5DIRA is FR761. 

: The ability to subscribe for the TSDIRA is 
exclusive to the French State. 

The proceeds from the issue of TSDIRA will be 
FF.6.7 billion. These proceeds will be used to 
Unance the acquisition, for the same 
amount, of the specialty chemicals 
activities of ORKEM. wgyiii 


.Mount ChMOM m» CLB3p 
HoeUDW (A & 0) 2JSp 
NHktnal Homo Loam a.73p 
NatfonwMo AngBm BWg. 9 k WA* Bda. Si 
7790 E7J91B 
Now BtflUmd Prafw. ip 
-NawSoun WUoa Troosury 1U% Exch. Bda. 
VTA9 5%pc. 

Newton Ohombcn 5K lot Cm. PI. 175p 
Next 2p 

Nomana 6 % On. PL 34p 

DO, 34,% Cv.Un.Ln. 1WV2D0I 41, pc. 

Monti BrtBan Canadia n Inv . Co. tip 
Nortbam Eng- Inda. 5575% Cm. PL ZSBTBp 
Do. llW-On. PL Up 
Do. SK-Oa. Rd. PL IJp 
Do. SX tin. Ln. 1W045 ^pc. 

Do. 7% IM- Ln. 2000/05 Vapt. 

NurtCn & Paoeoea 2LS2p 

No-Swtfi 8p 

OK Bozaara SScti. 


Panliand (LSSp 
Perpotu*! OJp 
Pony B^Bp 
Pat ro con Q.75p 
p^aamec 3JZp 
Portals Kkflga Sp 

P ropon y tea Inv. TsL 8% Cm. PL 4p 
AIT Capital Portnon 2849 
RTZffW) 134 
DO. 3225% A Cm. PL 1392&p 
Oft. 9 JB* B Cm. PL V75p 

R iWwctft Srolham flp 

nncf Tiff UuBSp 

Rfchants 1JJ7p 

WcWanmaoiih Water 4% Mfg. Da 2097/2088 


Vinton 2£Sp 
WFP 1240 

Do. (RSd 1/1/909 HOP 
Wolkar GraantKsnh 1.75p 
Warburg fZLG-1 Hbfip 
Wwrrilo Sto raya 4p. 

Wflfl, Blake, Be rn e 60 

Wes! Hampanlr* Water 3.15% PL 15JGp 

Da 188% Pf. 19.260 

Da A2% Pf. 21p 

Da 4% Da Parpi 2p 

Da S% Para Db. 2^ pc. 

Do. 11.8% Rd- Da T994/W 6^pa 
Waal Kant water 4% Porp. oa 2pc. 

DO. 7^2% Rd Db. 1989791 3*pC. 

Do. 10% Rd. Db. 1993/95 Spa 
Do. I2b% Rd. Da 1964/96 G^tpa 
Waotem Mow I2p 
Oa S4% Cm. PL U969 p 
wauiia asip 

WltUa Fabor fl.15p 
WHaon (Comrotty) 2Jp 

Young A Co*o Bfawftry 3*2% IntL Mfg. Da 
vkpa 

TOMORROW 
COMPANY MEEIHK3S- 
Cakabraad Roftay. 318-326 Sotteibury Road, 
ErteldL MWtesaAi 11.00 
Gorman Smaller Go's. inv. TbL. 24 GontfUfl. 
EC.. 1130 

Henderson At&nJnbtratlon, a Finsbury Ave¬ 
nue. EC- 1180 

Seara, The London Mantel Hotel, Cromnor 
Square. W.. 1180 
BOARD MEETING8- 


Rundman (Waftof) flp 

Soadacapn Bacta. 3p 

Savoy Hotel 4% IM Mtg. Perp. Da 2pa 

Savoy Theatre 4% in Mtg. Da 2pc. 


Saa Tbt or Scodand iS2p 

8ema L6p 

tertf CcamlEi 2p 

GOanlnlght 2_75p 

SBuemJiiee ZSp 

Skeen Eng. lip 

Do. e% Cm. PL 2-lp 

Da 4% cm. PL 1084/08 2p 

Da &3S% Era. Rd. PL 1991/96 3.T7Sp 

Da &4% Cm. Pt 170 

Da 7JS* Cm. Ra PL 1992/97 2L875p 

Scaflh African Bftewertaa TBcta. 

Sooth State Water 15% i.75p 
Da 43% Ctesa C Z45p 
Da CteaP B 2j4Gp 
Da Cteaa A Z4Sp 
Da 2JB% Dudtey PL 1.4p 
Oa 16% Com. PL 1.750 
Da 2.1% PL IDGp 
Da 3*2% Rarm 01 T\pc. 

Da 4% Parm Da 2pa 
Da 6% Parm Da 2^2 pc. 

Da 7la% Rd. Da 1961/94 3%pa 
Do. Rd. Da 1001/96 3Hpc 
Da 9^i% Rd. Da 1998/2000 9^tpc. 
Sovereign Hlgb Yield Inv. Ca BBcte. 

Spear (J.W.) 7J6p 
Sun AHIantei 8p 

Sunderland A South Shtelte water 91% Rd. 


Aioocfoted Brttlah Eng. 
Balrar Harris Saundere 
BucfcnaU Austin 
CH Induatrla) 

Hfsmlng Inv. Trust 
Ferepak 
Goners Electric 
Hs n to (Philip) 

Ju/ys Hotel 
Murray tneeme Trust 
NMG 


Reed Executive 

Seettteh A Mercantile Inv. That 
Shield Group 


TR Far East Inc. T«l ip 
Taylor Woodrow 7J2Sp 
Tetta* Mdgo. 9% Cm. Pf. 4jp 
Tendrfng Hundred Water 8l|% Rd. PL 1996 
47gP 

Do. 12% Rtf. Dte 1983 6pa 


Newman Tonka 
Partridge Rna Arte 

DIVK3END AND INTEREST PAYMENTS- 
Abbey National Traaaury Services 7.7po Gtd. 

Nto. 1995 8860c 
AIKda 98Spc pf 2008/13 482Sp 
American Ototrlbutors T875p 
AmsterdomRoaordain Bonk i2Hpc 1909 due 
1992 oApe 

Barr A Wallace Arnold Tat 128p 

Da "A" 1280 

Bibby (J) E75P 

Black (A A C) ETSp 

Brant Chomicala ted. 90c Pf 48p 

CH Indt. 9Hpe Pf 48i26p 

Geers Qron Ip 

Hogg Croup 45p 

Hunflng S8p 

Jo hn ston Group 9p 

Metro Radio 18p 

Mowst Q8p 


Uten Kldpa l-OSp 

Tofsa Estates 10^% 1st Mtg. Db. 2011/18 

Ttete^Cidni asp 

Tnnthouse Forte 7.16p 
IMted Btectets Up 
Usboma ip 
Uabar-Waflaar 78p 
Da 6% Cm. PL 1.7Sp 
Vtert 2S8p 


Rend Minas 2fl.66l8Bp 
Ropnar AJBp 
Da "A" 480 

Scott A Robertson 98500 Pf 482Sp 
T el eme t r ix Ofip 

Temple Bar inv, TsL 48po Pf 2ip 
Worth Inv. Tot «k27p 

WED NESDA Y JULY 4 
COMPANY MEETING5- 
EdInburgh Inv. Trust, Caledonian Hotel. 

Princes Street. Edinburgh. 12.00 
London & ASSOC.. Inv. Trust. 30-84 New 
Bridge Street EC.. 12X0 


Select committees: Foreign 
affairs - subject: UK policy 
towards southern Africa. Wit¬ 
ness: Anti-apartheid movement 
(Boom 17, IOlSO am). 

Trade and industry - subject, 
ECGD. Witnesses: Major Brit¬ 
ish exporters (Boom 12, 10.45 
am). 

Employment - subject, 
recruitment practices.Witness: 
Commission for Barfal Equal¬ 
ity. (Room 20, 415 pm). 

Home affairs - subject, prac¬ 
tical police co-operation in the 
European Community. Wit¬ 
ness: Kt Hon David Wadding- 
ton QC MP, Home Secretary 
(Room 21, 4J5 pm). 

Social Services - subject, 
public spending on health. Wit¬ 
ness: Rt Hon Kenneth 


Clarke,QC MP, health secre¬ 
tary (Room 15, 4.15 pm). 

Transport - subject, British 
Rail Witnesses: BR chairman 
and officials (Room 8, 4.15 pm). 

Treasury and Civil Service - 
subject, public expenditure: 
departmental annual reports. 
Witnesses: Officials from the 
Treasury, Customs and Excise, 
inland Revenue and Paymaster 
General's Office (Room 17, 430 
pm). 

Committees on private bids: 
Hythe, Kent, marina bill 
(Room 5, 10-30 am); London 
Underground Victoria bill 
(Room 7, 10.30 am); Midland 
Metro bill (Room 6, 10.30 am). 


Commons: Motion on the 
Northern Ireland Act 1974 


CHANGE OF COMPANY NAME 


KOREA KUWAIT BANKING CORPORATION 

SEOUL 


is pleased to announce that the Eh fl ffsh vt 
Ss company name is changed to: 


ion of 


• Major shareholders: 


Merchant Banking 
Corporate Finance. Securities and 
Investment Trust. Project and Trade 
France. Leasing. Foreign Exchange. 
Short-term Finance 

Hyundai Business Group. Korea 
Kuwait Financial Centre.'Kuwait 
Robert Renting & Co, Limited. U. K. 


Overseas subsidiary: Korea-Japan Finance Co Ltd. H.K. 


o 


HYUNDAI BLDCL 


77 MUGYOOONG, 
O K 24335 ID 


DHL 100-770. KOREA 
RUC: 795-137L 1378 


CAMBRIDGE 

The Financial Times proposes to publish this survey on: 

2nd November 1990 

For a full editorial synopsis and advertisement «^*rk please 

contact either 

Clive Booth 
on 071 873 4152 


or Amanda Francis 
on 071 873 3553 

or write to: 

Number One 
Southwark Bridge 
London 
SE1 9HL 

FINANCIAL TIMES 

imflirt tuUNcn Niuftwi* 


- hie Mfc h et An g c, 7578! 


Cede* W FRANCE. 


Citicorp Banmg Corporation 
U.S. $250,000,000 

Coanateed Floatxns Rate Sirixntfioated Caphxl Notes Doe Jrdy 10,19W 

^j p ^iw«IWa«»aIlyCMr»iitwi!MaSilhB»iBaaMa’BaAhy 

Punuoni to Paragraph [dQ of the Term and C o n d W o ra of the Notes notice 
is hereby given mat the period in in sp ect of Coupon No. 22 vriB run from 
July 17, 1790 to August 17, 1990. A further notice w£ be published 
asriang Rot* of Interest and Coupon amount payable. 


JdyZ London _- 

a/atfcanKNA,(CSSJ Dept}, Agent Bm* U7/s4mO 


Boacomba Proparty 
Brawn A Tawoo 
CmpMl A Annotrong 
QfOana. Ktea 
Hallaa 

Northumbrian water 

Ufiteco 

Vflrty (Rftfl) 


8fnWi A Nophow 2.5150 
tenti Exporthrodh 17iuc EXQ_L.ES. 1991 
$19068 
TAN 728D 

Warburg (S 0} Cap. BV Rtg. Hate Notea 2006 


EFG 

Ranting Amorican Inv. Trim 

ftombro Eurobond & Money Haricot Fund 

Shoprito 

Sovthavn Buc ln aaa 

DIVIDEND AND INTEREST PAYMENTB- 
Asgto ZSp 

African Dav. Bank ll^pe Ln 2910 5£po 
Apollo Walch Producct CLfip 
Allay 1 Ap 

Aurtralten Agricultural AS0l 2S 
Eftpteh A Ovaraopft Piopa Up 
FbsNm 6 General Inv. Tip 
German Smaller Go**. Inv. TsL 152p 
Prowfloof (Alexander) 7.75p 
Scottish Mon. A TSL Z2Sp 
SNngaby pi O Sip 

THU RSDAY JULY 5 
COMPANY MGETHG8- 
Afllod^yona London HOton. Pork Lina. I1J30 
Corton Beach, Prince of WAm Hotel, South- 
port. 11.00 

Flna An Davolopmeius. Tba Dovonehlra 
Arms, Bolton Abbey, SUpton. North 
YoricoMro. 4DO 

Hunter SapMr. Hebentesbera' Hall, Btelnlng 

Lena EC, 1080 

Rltz Dealgn, Duka* Court, MoBCtaaPokL 11*00 
Slndaii (Wuuarn), GonvUto Hotel Cmbridga 

12.15 

Smith (James) Ester**, Cteflwood Howe. 
Lower Bonding. Horsham, Wtat Sunw, 
11.30 

Waatoufy. Golden VaBoy Hotel, Qlo uca ater 
Rood, Choitenhani. 3.00 
BOARD MSETINGB- 


Waflte Managetnanl dote 
Yute Cfllfto 2J60 
Da ll^pc Pf OBS/2D03 B.76p 
FRHJAY JULY 9 
COMPANY MEETINGS- 
AlbrigMofi. Howard Horai. Temple Place, 
ftraraf, t&OO 

UnHock, GNHrighaiti House. 38-44 OUHngham 
StreeL S.W., 11^0 
BOARD MEET1NGS- 


Doafaji Huge 
First Technology 
Laos (John J) 
Route Evans 
Southern Water 
Stewart A Wight 
Tlphook 


Bertetord IntL 
Buckingham ML 
Leslie Wtea 

DIVIDEND AND INTEREST PAYMSfT8- 
Abboy National Buteting Soctaty Fbg. Rate 
Nta C382.70 
AnnuWftfl 2\pc l7|pc 
Annuities 2 b pc lb pc 
Baird (WHUgm) 5.l6p 
Banker* 1m, TsL 4pe Perp. Deb. 2po 
Boa Bros. 2. ip 
Canteir lOcta 

Ctarisa Ntekolta A Coombs 2p 
Consolidated 2*2pe I 1 *pc 
Croydon Corp 3^pc IV pc 
E^Systenw I8.7ficte 
Edinburgh Inv. Tot- 4.5p 
Hna Art Daw €L8p 

RMetier Chationge Ifipc Spocflted Pf 17«ote 

Frost 7.75p 

Genoor 6pc Gets 

Glynwed ML 7 Jp 

HIghcrofi Inv. TflL I J95p 

Jacks (Wlfllam) l.lp 

Mdnemey Eatetea 9^7Cpc Pf 1997 O22l0p 
Uotynx 2_23p 

National WftatntinaSer Bank I2^2pe Ln 2004 
BVpc 
Pook E3p 
Ptarmigan 075p 
R a i ma 7 j5d 
R eddtt A CcAmon 19. Ip 
Ronolssance ZAp 
S co tti sh Amorican Inv. OJQp 
Sacurfty Psdfla Sub. Fhg. Rate. Nta 1992 


Adtar. SmLlh A Tumor 
Ivory A Sima 
Ptemarstsfl HUgs- 
Raal Tima Control 

DMDEW AND INTEREST PAYhGTO- 

O aflw y 4p 

Blue Clreto Inda. 7%po Pi 8JT25pe 
British Shoe 7pc Ln 1985/90 3^pc 
Brawnlng-Forrls bids. I8ets 

Bud y ei w 2p 

Col man (L Alec) Inva 8Vpc Deb. 1968/91 
4\pc 

Courts ulda fipe PL l.76p 

Da 5^apc Ln 1994/96 2Vpc 

Cm! ns Property 5J5p 

Dunedin Vforidwkte Ym, Tel L4p 

esr.Tp 

Ettun 4.8fio 

Evorad Mfip 

m 4hi4p 

Famall Etecbdhiea 2_7p 

Homing Far Eaatom Inv. TsL Up 

Graonall Whltioy Dm. Vtg. 4p 

Da "A“ Mp 

Hamilton Ofl Zficta 

INBTBti I.Sp 

Jontis 1j09p 

Kaboy inda Up 
Khgflaher 7JSp 
Kuvuok Ofip 

Unread 7V pc Dob 1880/93 3^ pc 
London Finance & Inve st U9p 
Ma/edle tow ZSp 

Mid-Sussex Water 4^pc Max. Add. 2v4Sp 

Morgan Cnrdbte 7J5pc PI 8-76p 

Do. 9^2pc Dob 1985/2000 4VpC 

Porsmba Ip 

Pra mo ffc Infl. 21 eta 

QUcfcs 4p 

Radio Clyde 9L26p 

Rlvor A Mar c. TsL Inc. 1 Jp 

Stfitiumbarger 30on 

Seoateh National Tsl lea 1.70 

Seara 3Jt3p 

Shanl i-6p 

Stodalf (wmiam) 4Sp 

Smith (W H) 8pc Deb. 1987/92 4pc 

Do. SVpc Ln 2*pc 

Do. 7Vpc Ln 1988/90 3Vpc 

Smith (Jamas) Estates flp 

Tarmac 7*2po Dab 1987/92 SiTSp 

Utoter TV 2_5p 

Wtetaor (j 0)2p 

Watt Kent Water Ofipc Cons. 1.750 
DO. 2Jpe Pf Pre 1945 Vlp 
Da 2ilpC Pf Post 1945 14p 
Da ai6pc Pf 7^760 
Westerly 2p 


Whessoe i_75p 

Whitbread 7\pc Ln 19960000 3^ pc 
Da lO^pc Ln 3XXVQ5 6Vpo 
Wotverhampton A Ducflsy B rawar lo ft &7p 
Yorkshire TV Mp 

SATURDAY JULY 7 

DIVIDEND AND NICEST PAYMENTS- 
House of Fraser Deb 1960/91 4pc 
MAO Fund of Inv. TH Inc. 4^44p 
Guam Mom Housaa 7pc Pf Mp 
SLMOAY JULY 6 

DIV10B4D AND INTEREST PAYMENTS- 
toaer-Amarlcan Dov. Bank IS^pc Ln 2009 
8Vpc 


(interim period extension) 
order. 

Lords: Environmental protec¬ 
tion Mil, committee. Motions 
for approval on the companies 
(fees) regulations and the farm 
and conservation grant scheme 
1990. 


Committess on private bills: 
Hythe, Kent, marina bill 
(Room 5, 10.30 am); Midland 
Metro bill (Room 6,1030 am). 

Friday 

Commons: Private members 
bills. 


Trade fairs and exhibitions: UK 


July 5 

Health Show (081- 783 0055) 

Olympia 

July 11-15 

Wine Fair & Festival (0272 
298630) 

Bristol Exhibition Centre 


July 13-14 

Kensington Fashion Fair 
(081-7422828) 

Kensington Town Hall 
July 19-22 

International Helicopter Exhi¬ 
bition (081-773 3751) 

Middle Wallop Birmingham 


CONTRACTS 

Building 

Australian 

power 

stations 


JOHN BROWN, the Trafalgar 
House engineering division, 
has won contracts in Australia 
worth m.5m for the construc¬ 
tion of two power stations. 

Both are based on 
heavy-duty gas turbines 
desig n ed to run on natural gas, 
but with an option to burn oil 
distillate. 

An order has been placed by 
the State Energy Co mmissi on 
of Western Australia (SECWA) 
for Stage C of the Pinjar gas 
turbine station project, for con¬ 
struction of a 1Q5MW station, 
with an option for SECWA to 
purchase a further two gas tur¬ 
bines if the project is extended. 

Construction will begin 
immediately, and the gas tur¬ 
bines will be installed and 
commissioned at the end of 
1991. 

The second contract was 
awarded by Mount Isa Mines 
for a 35MW plant, with an 
option for a second gas tur¬ 
bine, to provide additional 
power at the Mount lisa mines 
at Mica Creek, Queensland. 

Public school 
in Malaysia 

A Taylor Woodrow company is 
building a Britishnstyle public 
school in Malaysia. Work is 
under way on a 76 acre site 
some 30 miles south of Kuala 
Lumpur to create Kolej 
Tuanku Ja’afor, described as 
the country's first co-educa- 
tional residential independent 
school. 

The project is a non-profit 
making charitable venture sup¬ 
ported by leading corporations 
and founded by members of 
the Negri Sembilan royal fam¬ 
ily. The school is named after 
Tuanku Ja'afar, ruler of Negri 
Sembilan, the Malaysian state 
where the campus is being 
built 

TEAMWORK CORPORA¬ 
TION SDN BHD, Taylor Wood- 
row’s associated Malaysian 
company, is building phase 
one. Work on the Mgl?«5m con¬ 
tract is on schedule for the 
first intake. of up to 300 pupils 
before Christmas. 

Led by.a British headmaster, 
with a teacher for every 10 
pupils, the school will take 
pupils between 12 and 18, both 
Malaysian and other nationals. 


Ail ROUND 
CAPABIUTY 




■ 

Engineering & 

Construction ’ 

a 

Restoring 
the Strand > 
underpass ; 

CEMENTATION PROJECTS, a; 
Trafalgar House company, has 
been awarded two contracts' 
with a joint value of £7.5m. 

The most prestigious is a. 
£4m order from Westminster^ 
City Council for refarbishment J 
of the Strand underpass in 
London. The tunneL built in 
the early 1900s for trams on the 

Victoria E mbankment to Hol- 

bom route, has been closed to 
road traffic for a year. 

The work involves fireproof¬ 
ing, refining and waterproofing;, 
the structure of the tunnel and 
installation of ventilation and 
li ghting equipment. 

Cementation Projects has 
also won a management con¬ 
tract worth £3.5m for the Ket¬ 
tering nothem by-pass British. 
Rail underline bridge on the 
Ml-Al link road. 

■ 

Headquarters 
for Royal 
Insurance 

Contracts worth over £22m 
have been won by ERNEST 
IRELAND CONSTRUCTION, 
Bath. 

The largest, worth nearly 
£9m, is for refurbishment of a 
five-storey 1930s building in 
Colston Street, Bristol, to ere-, 
ate a regional headquarters for 
Royal Insurance. The work, for 
property developer Maple Oak, 
will provide 90,000 sq ft of air- 
conditioned office space. 

At Bristol University the 
company has a contract, worth. 
£6m, to provide a social sci¬ 
ences complex. This will com¬ 
prise two large steel-framed 
buildings, two smaller build¬ 
ings of traditional construction 
and the refurbishment of a 
town house. All will be five 
storeys. At Yate, near Bristol, 
the company has won a £3.2m 
contract to refurbish Yate' 
shopping centre for MEPC.. 
Also in Bristol the company 
has been awarded a £1.67m con¬ 
tract by Marks and Spencer for 
work on its Broadmead store. 


LEGAL COLUMN 


Spate of directories about firms 
raises questions on readership 


By Robert Rice, Legal Correspondent 


IN SPITE OF a severe and 
pro mine nt “note to plagiarists" 
which warns that “there is no 
other source of such informa¬ 
tion," Mr John Pritchard’s The 
Legal 500 has spawned a rival: 
Chambers & Partners' Direc¬ 
tory of the Legal Profession 
1990. 

This is not to suggest that 
this latest entrant to the field 
of law firm directories is 
derived from Mr Pritchard’s 
original research. It is not. Irri¬ 
tated partners and law firm 
marketing staff can attest to 
endless phone calls from staff 
at Chambers’ recruitment 
agency gathering information 
for their own publication. 

In many respects, however, 
they are similar. The Cham¬ 
bers directory covers the 1,000 
largest law firms in England, 
and Wales. The Legal 500, as 
its title suggests, covers only 
500 "leading law firms," The 
Chambers directory also covers- - 
barristers' chambers. So, curi¬ 
ously emnngh, for the first time 
this year, does The Legal 500. 

As a source of information 
about what law firms think 
about themselves, coupled with 
a few ha rmles s subjective com¬ 
ments thrown in by their edi¬ 
tors (you must not, after all, 
bite the hand that feeds you), 
these books are very handy. 

But is there really room for 
two such publications? 

The market in law firm refer¬ 
ence books is in danger of 
becoming swamped. 

Mr Pritchard is compihiig a 
rimiiar book on European law 
firms as well as a who’s who in 
the law. The^ihternational 
Financial Law Review is com¬ 
piling a global law firm direc¬ 
tory. 

Then there are publications 
such as Crawford’s Directory 
of City Connections, which 
lists law firms and their main 
corporate- and commercial cli¬ 
ents, the International Law 
List and the less-elaborate 
solicitors and barristers direc¬ 
tories and diaries produced by 
Butterwortbs, Waterlows and 
soon, it seems, by the Law 
Society itself. 

Is there really a market for 
all this information about law 
firms - a ggn»fa» thirst for 
knowledge about who is on the 
up-end-up in tax or personal 
injury or intellectual property? 
As one law firm marketing 


manager put it: 'There is a 
limit to how much law firms 
want to read about them¬ 
selves.” How true, particulaiiy 
when they already know what 
the book will say about them 
- as they have had a hand in 
writing their own entries. 

Mr Pritchard charges nearly 
£3,000 for a full-page entry. 
This year a number of firms 
have taken two pages to 
describe themselves, which 
suggests that they must feel it 
is good value for money. 

Many of them admit that 
they find The Legal 500 useful 
for recruitment purposes. Stu¬ 
dents frequently cite the book 
as their source of information 
about a firm when they are 
applying for jobs. 

Tbe big question is: how 
.important is it in terms of get¬ 
ting Higntig arid business? The 
Legal 500 is sent free to part¬ 
ners in the firms listed and to 
some assistant solicitors in 
those firms. It is also sent to 
company legal advisers and 
in-house lawyers and it can be 
purchased. 

City lawyers, however, say 
that clients do not normally 
mention that they have seen 
the firm’s name in The Legal 
500 when the clients come to 
them for the first time. That 
may be different with some 
smaller firms in the provinces. 

The Chambers directory 
operates on roughly the same 
basis. Law firms are therefore 
effectively buying advertising 

space in these publications. If 
more than one directory is to 
survive, law firms are going to 
start expecting more informa¬ 
tion from the publishers about 
the audience they are paying 
to reach. 

* * * 

LAST WEEK, apparently 
prompted by bis thoughts 
about the Calcntt report on pri¬ 
vacy and related matters, Mr 
Joe Haines, former political 
adviser to Lord Wilson, 
launched an extraordinary 
attack on the Bar in the Daily 
Mirror. 

"No Sun journalist swims 
within a mile of a lawyer when 
it comes to jncnltfag the inno¬ 
cent, telling lies, distorting 
words or inventing theories 
dressed up as facts,” he wrote. 

"A barrister is a contract 


killer of innocent reputations, 
a hired gun with an expensive 
education. There is not a judge 
on the bench, or a QC practis¬ 
ing before it, who has not won 
a case that ought, in justice, to 
have been lost 

"Harold Wilson had a collec¬ 
tive noun for the Bar. Hie called 
it a 'cheat of lawyers.” There 
was much more, about the cab 
rank principle, restrictive prac¬ 
tices and so on. 1 dare say the 
Bar had the odd collective 
noun for Harold Wilson, but 
leaving that aside, does it mat¬ 
ter what Mr Haines thinks 
about barristers? 

Fortunately, it is a fair bet 
that anywifi who h as hart cause 

to use a barrister in recent 
years will disagree with him. 
But it shows just what the Bar 
is up against in improving its 
public image. 

It also demonstrates Mr 
Haines' ignorance of the 
changes that have been taking 
place within the legal profes¬ 
sion. With the aid (rf Mr Peter 
Cresswell, QC, the chairman of 
the Bar, perhaps we can put 
him straight on a few things. 

Speaking to the Society of 
Conservative Lawyers in Lon¬ 
don last week, Mr Cresswell 
stressed the changes that the 
Courts and Legal Services Bill 
will introduce to tbe structure 
and working practices of the 
Bar and the steps it has 
already taken to sweep away 
some of its old restrictive prac- 

faces . 

The Bar’s aim for the future 
would he to continue trying to 
ensure access to justice for all. 
Mr Cresswell said. That would 
be achieved by such measurers 
as rampfligning for increased 
availability of legal aid, stricter 
adherence to the cab rank rule 
and simplified court and tribu¬ 
nal procedures. 

To do this, and in order for 
the independent Bar to sur¬ 
vive, it would continue to need 
to recruit men and women of 
the highest quality, he said. It 
was therefore vital that nobody 
should be precluded from 
entering the profession 
through lack of means. 

To ensure that this does not 
happen, the Bar has revolu¬ 
tionised funding for students 
in fa™ of grants and scholar¬ 
ships and introduced a system 
for funding pupillage to help 
barristers through their early 


years. It is introducing con¬ 
tinuing professional education 
to maintain standards and 
examining a library system, 
common in Scotland and the 
Irish Republic, to complement 
the existing chambers system 
to ensure that nobody reaching 
the required standards will be 
unable to practise for lack of a 
seat in chambers. 

The Bar is also strengthen¬ 
ing its circuit syst em in order 
to encourage better regional 
justice. It has introduced direct 
access to other professions and 
it is building up its European 
and international work. Spe¬ 
cialist associations, such as the 
Commercial Bar Association, 
have been formed to promote 
the Bar’s services. 

The Bar Council is encourag¬ 
ing the use of information 
technology by barristers. It is 
taking positive steps to combat 
racial discrimination and dis¬ 
advantage at the Bar, giving 
strong support to the Govern¬ 
ment's proposal to extend the 
workings of the Race Relations 
Act and tbe Sex Discrimination 
Act to cover its members. 

The Bar is by no means per¬ 
fect, but it has come a long 
way in recent years and it 
deserves some credit 


AS AN example of how the Bar 
is looking to the long-term 
fixture, the London chambers 
of Mr Donald Keating, QC, 
which specialises in construc¬ 
tion and engineering law, has 
opened an office in Paris, close 
to the International Arbitra¬ 
tion Centre. 

That is the first full-time 
presence established by a set of 
English barristers’ chambers in 
France. 

On the surface this looks 
like a brave move, and it is 
possible to detect the Hands of 
the younger members of Mr 
Keating’s chambers behind it 
The idea will be to man the 
office by rotation. 

The office should enable the 
barristers to offer gl int s in the 
construction industry special¬ 
ist advice and representation 
from a location convenient for 
the Paris-based International 
Chamber of Commerce (ICC) 
and the International Fedma- 
tion of Consulting Engineers 
(FEDIC). 
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For Current Unit Trust Prices on any telephone ring direct-0B36 4 + five digit code 
(listed below). Calls charged at 38p per minute peak and 25p off peak, inc VAT 
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^THE uncertainty: siurounding 
£thn' 1 affects, of German: rixone- 
^faiy union and ttie SovietCom- 
mmilst Party -Congress this 
,;>week are the sort of events bur- 
^ rency markets should thrive 
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Meanwhile, the US dollar is 
studs, with the Treasury still 
not able to convince the 
Federal Reserve that the 
economy needs a looser 
monetary policy. Oil the other 
hand. President George Bush's 
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: believe the niejor currencies, remarks that taxes could be 
cbuld . be -lo cked id narrow : raised in' order to. cut the 
ranges waiting for.: the release budget deficit will prevent the 
xrf the June US employment dollar rising much above 
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295 Feb July 
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Feb Aug 
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Aug Jan 
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IOp. 
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July Feb 


■ L_.... I 
IciQp.j 
KrtSelj 

)P._.| 

Coos-UkL' 


J me Dec 
Aug. Feb. 
Nov May 
JanJiriy 

Jan July 
Jan June 

I Oct May : 
Nov Apr 
Jan 35 
Jan Sep 
Jan Aug 
Jauto 
1151 JidyJn 
FdbSept 
SeDeRNJi 
2951 Feb July 
1151 Jan July 
JufyJan 
JanJofr 
Dec July 
51 Dec July 


36D.l]Body Shop IntSp.. 
395hroun& JadGoeu. 
103!9tom(Nliqp..... 
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7.0Q)Captvs 20p.__ 

11.3ftB.-A'2O0L...... 
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1*7 M) fci;aCmCf Pf. 
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II SrJJrtrighlon . 


14 5/ 
2.8 8.J 

. 8i 

-4.4 4J 

.. 6J 

4.2 - 


30.4 Dec. July 
265 May Dec 
14.8 Feb Oct 
25.6 OctAug 
11.12 JaitJoly 


3ZV:A^ica4 Group IOd-t! 23! 
544 4il:i^Mds5p . 

?R.v:iMSSlCp.. 

«43 5;B?5l«b 50p ... 

42 SDacwldo? Brick.. 


__J 6> 
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42 9jDacvrldgz Brick.. 

15 <jS>v> v dkno IOp .. . 
>= ItJ-IBiiilA H.SSp ... 
2 ct.-’Sarxr Nans IOp 
■vi 1 ,G.«rrat; Dev ZCp . 

453.iT.SsrcMQp. 
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%.s>;uuf:uDlC9 . 
22 'e^20c.. .. 

1*5 i rsttCrKFf . 
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3Z 

■'i 3Z L LA . 
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!• 4 c - a 'o«^irjilAlEl'nla 

l> su5 zcp 
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5 0 6.1 
0.9 3J 

.s; 
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-a7 i 
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-l.fi 6J 
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6.7 

20.4 2J 

_ 6J 
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:vir :-Ci : -G?MSe .fl 
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- ,V| ,r ' 5? . 1 
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ll .1 

1.: ■ :v- -t^i iou. j 

j: •" IrS^IilnEiP! 
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if ZC2_' 

21 ! ?T; :--VsIC; 
ul L “-^VSigrti U> j 
: -v-'ir.^Sa - 


0.7 65 
5 4 6.6 
4 4 
25 4.7 
95 35 
-25 2.4 
13 46 
3.0 7 3 
-6.7 sa 
-2.4 7.2 
.J 9,7 

10.7] 3i 
-2<Ja9 


. Bo. 

ads. 


. .J 2 ,; 

-2.W7I 


:.-T #-^lCt 
!• - ^"» 1 "C r r , -7 IOp 


3.3 8> 

L« 6.1 


■.j -. u^jp 

- L - 'C--'?? 

-t vj_. 

17 1C: 


::\i d 

3 l! 4. 


n 5 


4 v.-u-.s^ic-e 
:? :- r 


-3 <4 6.; 


r “ ■ "•* . £ 
7 r.'v.jr.*. c.v-« IO 2 vj 
I :.:: i a :c? v* 

'.- 1 vji leg J 
■ ■ v- t *. :c! v| 
’ -■. 

!7 3 f lCp fiJ 

. s.' ” L: i f ;/ Cj'Jo v| 

. Crf pi .fl 

i 1 1 -ii C-c?:25p vl 

t xr;. ri 


24 6.2 
-3 7 2.1 
-5 7 8J. 
15 1.^ 
-3J 6 9 


. • -y. ” v4isi 


- 10r fl 

:;..!Cp J 

-r'.ryM a 

„ 3 




1.5 3.; 

; lJ l\ 

'(Ml. J. 9.4 

. 4/ 

04 61 
-0.9 8.: 
34 ?: 
.... Jfl> 
. .. I 7 < 
•OJii 


15a FebJIy 1610 
26.2 Mar Sept U65J 
26 J2 Aor Oct U666 
25.6 SSqjSi. 1693 
145 BuntoJot 5131 
1U2 Jan. Aug. 1888 
255 Feb Aug 1723 
265 Jan. May 1726 

29.1 Apr Not 1735 
25 6 Jan Aug 4790 

30.10 Apr Nov 1748 
94 May Nor. 1766 
265 Jan May 1788 

14.5 Jv.Jrtr 17991 
18.9 May Nov LBOO 
2712 Feb. Aim. 1813 
295 F4JuJy 1822 

122 Mar Oct 1406 
30.4 Jim Nov 1653 

30.4 Nov Jly I8H 
145 Jan Jury 4670 
145 Jua Nov 1874 

9.4 OcLMay 1941 
2712 Jon Oct L900 
9.4 May Dec 1906 
265 Nov. 0<ay 1992 

15.1 Sep Feb 5145 
125 Nov Apr 2034 
30 4 Augnsi 39B9 

123 - 1392 

295 Jan JiH 2033 
94 OccJm 5090 

9.4 NuvMay 2212 
15 .1 Aor Oct 5295 
2712 Apr to Feb 2236 

30.4 JaJyNtt. 2246 

26.2 SenL Apr. 2248 

26.2 Aw. Oct 2276 
125 Aprto 2275 
125 Nov Apr 3111 

12.2 A^Oet 2282 

25.6 July 4644 

}1UI Sept Feb D66 
122 toUv 

9.4 May Oct MU 
9.4 Nov May 2427 

9.4 Junto 2486 
30 4 Nov May W93 

12.2 AprSept 2508 
304 NovJufy 2509 

5.10 - 51B 

29a Feb Aug 2532 
ZJ1Z Fro Mar Oct 2564 

12.3 Oct Apr <932 
125 Apr. Nor. 26S3 

4.4 Oct May 2692 
94 toM*y 3W2 
304 JooJoqr. Z703 
|1L12 Feb Aug 3Z34 
25 b Mar Aug 283B 

11.6 Dec Jup 2876 
116 JanJirty 2875 
2b 2 Mar Oct 377 
295 Jan Jly >L?4 
122 Apr. Oct. ZS80 
125 April Oct 2881 
125 Aprto 2883 

30.4 Dec. June 2886 

30.4 Nov.Juue 46ZL 
262 Oa-Apr. 2930 
30 4 DccJaJ 2954 


sS^KSwSifip.'"! 

HDo.OfeU Dv O Pf Sp ^ 
768 ffltovbill HMgs. lOp^.l 

lO^AAGroup 5p..I 

38.9Esqpl re Stores Grp.. 1 
3 OOHEaex Fvnltive 5p. ’ 

73.lJEtajn IOp.| 

762l£nro Home Prwfc 5p.| 
45.aWridst«r5)Sc..« 
170jjFlflgAnPctt.5p-.| 
6 JSytd Eonb Hie iupLi 
lO^FonnhBtcr IOp,... \ 
7.62fff reUi CuueiDn 5p.i 

553fGabkcl 5p.-1 

JLWStlS.H.UI ^.1 

24j£okbrttbsGrp. Wp I 
73^Great Universal.... f 

L5^3gUSA- . c 

623ffiamJBtaKiieUb.^ 
SamptstnoeGfp IOp -1 
15.Sweoel0p 


MW “3. 
KSl -5. 


Z7 30.4 
3.7 25.6 
42 9.4 

3.2 

251311 
131012 

3. V 30.4 
7.330.4 
W.9262 
5.N14.5 
33 9.4 
3IU30.4 

4. U 
10*711 
0 bllli> 
3.9295 

4.3 U.6 
I0.4J295 

0.dl22 

45fl22 
tl 85 
2.U1Z3 
5.3263 
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93 145 
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3.71 22 
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42 12-2 
20 265 
35 30.4 
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5.1 15.1 
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: 14 8 
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7.7 29 5 

5.4 9 4 
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Aug Feb 
Jon Nov 
Nov. May 
Jan July 
Jan Aug 
Jly Dec 
July Dec. 
May Nov 
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E |«Ffll20. H 

viu tzil 

lerSp.0 
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_0 
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l.( 24 
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29.6 Dec Jim 
,25.6 Feb Aug 
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4.9 Mar. Ocl 


!5SS 


IOp.,.. 
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4.9 October 
145 May 
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8 '85 
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85 21122 

. L8 26J 

1.6 29 94 

.. 6 7 295 

-L7 63IL6 
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lefeSrts 


Jui Feb 
July 
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Feb Joly 
Apr Nov 
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June Dec. 
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35 3.6 265 
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_ 3.0 26.3 

-21 5.7 30.4 
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222 - 1086 
-29 6 35 9.4 
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0.2 24 25 6 
-at 4.3*3 

23 0.9 Z7.12 
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. - 8* 88 
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Feb Aug 
Jan. Oct 
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Apr. Oct. 3661 
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Aug Feb 5023 
May Dec 3715 
J one Dec 7717 
Jan Jui 3136 


feHugties Foou5p..g 
WunterSaphlr_H 

Saws Grp-A-..5 

HMFnkuUpl fit 
fiJLI Group 2&I....K 
Jacob (W.85I....A 
Kwllc Save IOp.. 

Lees (John J)10p..fl 

Lnw(WmJ20p_Bj 

MaUke«s(BJ.p 

«OTTfc"n(W)iap.-.f 
m 5UPC0r. Pf £Ly 
Satlf SAIBrtSFtOO.-. 
poiRrgJSFlOO . 
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Northern Foods.. .3 
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M 265 
41 30 4 
- 4*83 
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3.5 14.5 
7.4 29.1 
21 9.4 
2.2 125 
2314 S 
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351263 
4.1(25.6 
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AprOct 
Jan. July. 
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May Dec 
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Feb Aug 
Air oa 
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Nov Apr 
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FebSept 
May Not. 
May Oct 
Jua Feb 
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Aug Jan 
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17.7 
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Snomiu 5p.Y 
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rote & Lyle. 

)0L72SpQi.M.Pr..« 

raveners20p_ 

resco5p.a 

monttfltelOp . -F 

^TreattlOp..y 

Juigale.__a 

J Bitted BKailts.... a 
)o. wrms.roii.... 
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4.1 l!3265 
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3.1 5.215.1 
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Juf Dec 
Apr Dec 
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May to. 
to Aug 
DecJu^ 
Feb to 

August 
August 
Nov May 
Sept Feb 
May to 
JlyJan. 
Job Aug 
Jm Jan. 
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May Nov 
Mar Sept 
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Oct Mar 
Aug. Feb. 
fA to 
July to 
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oaMar 
Jan Jeu 
Jan. July 
December 
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Feb Aug 
April 
Feb Oct 
Sep Mar 
Jan Jn|y 
May Nov 
April 
Nov Jly 
Apr Nov 
Oct Aw. 
Jan. July 
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£24fel 


Jan July 
Jon. Jui 
Aug. Feb. 
MaySepL 


Dec Jua 
Mar Aug 


Apr. Oct 


Apr Nov 
Jol Jan 


Jui Jan 
July Nov 
Mar Oct 
Feb Oct 
Jan July 


Feb Oct 
Mar Nov 
Jan July 
May Nov 


5.5 295 Jan. July 
5.9 265 to May 
3.52702 FebSept 
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Siemens AG DM50.. 
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175J 
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. 29 265 
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-0 9 6.(41251 


May Nov 4029 
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Aug Job 4b75 
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14.5 July to 
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4.571 

236 0) 

11 3 
473 
207l 


iGfEBplQp. j 

roodGrolOb.i 

IW.HJA50p« 

SbopEotlSp.. 


ileynZa „• 
ithimgtiroa2Dp...j 

itorenouse IOp_ 1 

“fit 5 Stores to... 1 

le Rack Bp.| 

Tme Prods. IOp... I 
lutoqfli S o u the rn . ..1 

■Usher (FrortJ5p--i 
DvaiHIdgs... . \ 

IWeiauito.. 1 

UlcVn.| 

VltdlogOlf. IOp. 1 
mod Late Up 1 


7«293 

9.S2?5 
33 9.4 
a!3i22 

H3Z 7 
t) 4.9 

5.3 im 

5 J 25.6 
3.6 30.4 
27 11.6 
b211J> 

- 85 
1X4123 

- 235 
7 114 5 
2K14 5 
83262 
4 If26 3 
2.1*12-31 


Sept Act 
O ct Jun 
to Mar 
raay 
Dec J Jr 
January 
Nor Jo! 
Jan Jj/y 
JonJur 
Fro Jly 
July Jan 
Jui Nov 
Jac Jdy 
Dec July 
Jan Jqi 
N ov May 
Asrttji 
Feb Sep 
Aprto 
Jon Oct 
August 
JunNov 
Jui to 
Jan Jui 


pMhlnduftrkes 
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DT 50.01. 0 

SAAB K25 .... 

IM IOp. ..v 

USB Barnett 2p .y 

ASD.V 

Do 8pGnvPrf....y 
nwato IOp J 
bbeycnstlOp. ...y 
Woyfe HU4S.0p.y 
Airoorum lOu y 
etdra Urlaev lflbi 0 

IHedPart. 5p... .0 

lunase.V 

mberfnd. lDp.. y 
15rtJArtariryGroro2*jPtJ 
77 IKAmcr. Bus Sjrxto v 
wGroup Fire A.. 

nglolltd.0 

VDlloMcUblOp y 
baUaOaKkPnfeTB- y 
riey— . 
meyr Trust IOp. ..¥ 
»cBriiCbsm20p i 
OK Br. Eng. to. . y 
> CpcCunCraPf. i 
aoc Brit Forts .. 0 
irmc Enercvto .V 


36" 

IS 

123k 


Mar to 
Mar Ocl 
O ctober 
July 
Jm 
to Apr 
July 
May Nov 
Jan July 
Oct Apr 
NovMjy 


Jan July 1539 
May Nov 1564 
May Nov 1566 
Jan June 1557 
AprOct 1575 
Jan Aug 1584 




256 Jon July i 
116 JulApr 1 
12 2 Sept Apr. 1 
143 July Jan , 


10 F/fAJOC 

41xUstraABBSkl2ij. 


641.C 

13.1 

92-3 


IdraABBSkUi*. 
AikettAssoc 5p 
irtfl Rubber £1 . 


Ja 


JjrAug 


6.9)29.5 July to 
8.d25 61 Jan. Jaly 


UloulBJ. 


SrotAor 


July ^9131 
Oct Jui \d4^\ 
Mar Aug ^503 
M^Nc*W542 


i?: -TASK I 73 

‘-.r 1 ■: M-Sc'-iCs fl y3 

;; -ijcl-j Cl 3ra 

|2.« A'K’Vta 3 woj 

. ■- j■ 1 “■*» '■ , -■ 1 L 1 nTni 

»■■ l * tl 2#B| 

.el Sa 


-«i ii 


’.: fVva-V'/^.a 

■ ’■ ■ v bi-,k ' j rcb Si 


-2.1 1.9 
31 58 
31 sa 
3.8 S.7 
65152 
-7 1187 

oil 52 


■M£ 


■ -..-vririH.a 
hw..bS 


ir 


:?:• • 5 132 

: ■l""' - : ....2 122 
T jpCt r?.. ri n 
e_.fi gi 

l - - S 

i_. - m -*.-. ut.-. ;cp .a » . 


.-. t! 

od 13 


ift 


-■ ’ -■ ■ ■ ._ 

L< - - «. r ( 


8 


Li a -:>- .. fij 9 ] 

gi 

: ' 0 . zrds 


an 


. ■ .■ • r- - 

ics .3 
:: ■,-?{. d 


m. 


3-a 4 . 

-lo3 4. 


=^- w.; .fl 

l.l. Pi 


Mil 


:.. c -- .ro 

a. 0: 

. . v( 
sla: 

l .i*.".va:c£i l&a . _ .fl 
_■ L::i5r^;. fl 

" 5-i|!5» , -Ffircwa53.. yl J 

: :v.:^«G^-9ica .3 


3.^4 4 J 

J M 

5334 
3.7] 5.9 




Z2 yj 

5?-. fl 131 
e . ff I] 


yj 11 _ 
<r.[*j:ep . fl 1161 

-r*^r* Q 4531 

.. cj zTg 

•2 : Ta. .yj 9® 

i ft?:dfow...dl 2g 

i :> ■. .^r i'.nr^p.01 58* 


is Sl 

. SJ 

za 

19 z «j 

; p h 

6« s: 

0.7 x: 

— 31 
-. 3 - 
. 4 ( 

. Si 

11 <i 
-U 51 


295 Nor Jly 5107 
145 Jul 3030 
3.3 Mar Oct 3033 
30.4 May 4767 
1 32 July 1127 
263 JBovJoue 322? 
263 Nov June 3121 
ZU2 Feb. Aug. 3136 
145 Jin. Jay 313R 
13 2 AprOct 4993 
145 to Jun 3166 
25 6 July Frt 3196 
2 S. 6 Asr.Au 0 3224 
12J ApQet nib 
116 July Feb. 3318 
94 Mvto 3352 
26-3 Wfv. May 3278 
94 Ocl Jun 3294 

12.2 OaAsr S300 

12.2 OdA#r KW 

n* 57 

2&6 Fa.Sttn U64 

14.3 Jtte tS3* 

30.4 the July Mil 

37 OttJio 1934 
123 - 5105 

291 BfarAsg 3495 

12 J AprHDa 9641 

$.b JMAffl. 3555 
253 3683 

123 Act Not 3M0 

29.5 Da U67 

2T12 FtbSa 3tlO 
30.4 Jot Dec 3838 
123 KoiMaj. S7&Q 
94 3763 

143 Jdbn u793 
301 Jun 
30.4 Jm Non 4962 
263 merit*r 3882 
2-10 OaAer 5130 
12 2 Ml* WtJ 
30 4 UnfDa &Ub 
94 OclRUr 9999 


ELECTRICALS 


67jIab Electmic. 

77.6UCT Group LOa. .. 
5 OTAMS (wh 5p—.. 

28sfcAralto..!T. 

15 wtanGrotrliip. 
24.4 Wroral CovwUtgV 
2 4 Uhl Up... 

7-23 Alpdafnerk 5p .... 

« 99 WrebasasterSecto. 
397 6 Amstrad 5p.. 

tfSSEL* 1 ** 

«^S!^ : A‘SL5d 

160 duSSci CBSJtUdb i 


94 | Nov May (1491 
11.61 Jan Aug U6J2 


Jan Aug u632 
Apr Sent ^1603 
FrtAaj <5059 


2.119.4 


Mar Get 
JH Jan 


145 JttJan 
31 7 
94 

262 Aery to 


yj 

w 

590 u 
13B2 
40.4 
L2S7J 
4 19 
385 
405 
534 
160.2 
838-7 
8X7 
137 
249.9 


&cureMs 5g . 
r *Jrey Group 5p.. 
fuToniftCpw. 

: lfriatenar.. 

'(rth(G.M)lOp. 
r oihesN/v 5p 
»EI Jntfl 20p.. 

H09 £1.. .. 

tartm Eng IOp.. 
tamed let . 
faienAlac2Qp ... 
laH Eng. 50p.« ... 

taritvrSicdriey.. 
tabCtonrf) IOp. 
irii&SsoiW .... 
ItOOSM 39 



-07 

-1.0 

4.0 

07 

-X2 


101 9.4 AprOct 

6.7 30.4 Jan. May 

4.7 25 6 FfbAug 
4.5 295 Jan Jalf 

b.Suil JotStp 

55 9 4 July Feb 

8.9 14 S Apr Jun 
2.126.3 May Oct 
5.125 6 FvtSeOl 
6 4 9 S6 

1.9 14 5 Jofy 
206 29.5 Jtyfiov 

7425 6 Aug Feb 

6 01295 JanAug 
5^29 5 Oct Jul 
4.1(30 4 Nov Jun 
2.019 4 July 

Oct_ Aor 
16^26 2 Apr Ocl 
4.4114 5 July Nov 

7 325 6 Jan. Aug 
6gl2_3 

5 .9(30.4 July Dec 
5 h 29 5 Jul to 


Jofy 
Jtyfiov 
Aug Feb 
JauAuq 
Oct Jui 
Nov Jun 
July 
Ocl 4ur 
Apr Ocl 
J uly Nov 
Jan. Aug 


483 
127U 
4 41 
2125 
119 6 
11.9 
737 
106 3 
1151 
4.b»6 
41.1 
56B 
31 7 


B BA Group.0 

Di 6 7pc Civ Bd Cv Ff y 

BET. a 

fBLPGroirplOp .« 
BOC Group .. d 
BSGbtL IOp.S 

E wp20p ..% 

.a 

rants 92/930 

T3Rc93i94 0 
ta AS050.J 

lWnt.>5dp’.S 
GrolOp. .9 
^BarisHIdic.yj 


1.6 1112 
2 11257 
i 4.112 2 

2 2 29.5 
i 6 3 145 
141 295 

3 4 262 
6 0 29.1 
2.7 14.8 
51 12.2 

2.4 26.3 
- 2-85 

1.3 29.1 
0.4 23 5 
6.D]29 1 

5 329 5 
5.6)26 3 
B.7|l4.5 

6 5(25 6 
6l|24.5 
4.3145 

7.330.4 
6 925 b 

4 7126 3 


Jan Aug 
Deccroberi 
Mar Sept 
Jan July 
July 

NovJJjr 


AprOa 
October 
Mar. Sept. 
May Nov 


to Feb 
JaaMay 
Mar Aug 

July Feb 
Nov May 
Nov May 
Feb Aug 
JiffAtat 
Jan. Ago 
to Jury 
Jad July 
May Nov 


:. 3 % 
041 4 


29 5 Jul to 27U 
30.4 JejyWcr 2797 
26.3 M^M P802 
145 July Dec. 28SO 
291 AprOct 2Bb2. 
291 AfSCI 2W 


HpatefffGfnp.... j 

Ml .! 

Jtfnro&nrtblOpj 
fpnn& Shipman.,i 

Laird Groan.| 

Lro(Aitoil2^p ,i 


9 4 May Bov 
24 el Get Hjt 


ta/D5p. 


11.4 

16.2 

m 


!.b AubfU 


..-E5.J 


.mi 


263 act May (612 
29.5 July Dec «Z7 
116 Dec-July 4042 
9 4 Nov Jua U3R 
30.4 July Nov. U70 
26 J Mar Nov 4176 

30.4 ^1/Qct 4177 

130.4 June Ocl feio! 


3361 

£35Ml 

9.76 
29 T 
3 1% 
5 lild 
4526 
69.3 
77 t 

fij 

ifa 

SA 

60 

w 


•AptfU A Geurral.. 1 
MnMAc. Mb 

RCCSOo.. 

tales LI.) 20p ... 
tal&rta^ap 

Mmb IOp. 

Hack ADcdrer 50c. 

Iltck 50 . 

Berta imiiK In. 

tathoroeZDp.- 

IritHb TrifccoL... 

Lvlgia *A a 5p. 

iaUerGocSo..... 


24 s« to Mar 
304 Uay 
30.4 May 
2b J Nci Jot 


3041 to May 
9 4 f No* May 


8.20( 00. "A 1 5o. 

5*6»LNidgs5p . 


W29 6 JJy Jan. 1327 
^29 l Feb. Sf0L£78m 
4 - - w* 

71304 May to 555 
Wa/ySeDtSISAO 
7*26 2 Apr Sec )IR2 : 
-frfiT - fiETI I 
ljIA 5 DccJafy >188? { 
j\nu FAStrtfca 
U317: m mu 
394 ; to May *769 
33 6 As»! Cm 


^.&16Wrs5GN< 

i7pcCnvln2dS 
abridge Elec..,. 

Jcridtbrp. 

MDQttaaftA 
[hu&rtalOg. . 
irteCT.UOp 
Btroi Troh lOp 


3.1il4 5 

a 

7 : 

^ 4} 

b 

p 

2512561 
49262 
a>26 3 


25 QMS imrmi lor.. J 
35 taMDese Braun . 

2263fr«cKc^e. j 

12b ftWgitt 5p.. I 

78 SWrfias _ t 

ID^KSctS^^ ' 1 

125 WmSpSwnirj itbl 

42Srtef2CTl.. 

591[Pwpecsl«h Sp 1 

98. tom or» . | 

sifiocauppt.. 
fc2lSrod . 


55/30.4 
B.l] 26.3 
5.3145 
4^29 1 
3.7129 1 

S.gn 6 
4B2Q1 
4o|ZbJ 
5£U6 
Sail 3 
5.030.4 

5.1&6J 
6-1/25 6 
f.9]25.6 

3 9|25 6 
b2l:iJZ 
4.9123 1 

6M30 4I 

5 300 4 
5 6(26 3 
5X26X 
10J 151 
4.3 14.3 

4 Ml fa 

5ifc7U 


06 3§JfmtiHniryJ10p < 
15 l&rry Wetaffc5e .. J 
Mtfinarbi'Tliie. DSJ1 
OX^TaestChartaJtOpI 

Gro-'Sg 

4.35iBenhn IOp. 

5 ZTfeniOjiGraiplOp.-. 

4is/anpatl0n. 

151 ™0hyiJ J5Cp. .. . 
4 3d>:-&UUo&8 vaiop 
L9^llantrj.ilOp .. 
31.7i5Bimet lmft-50 . 
35.7^UGpiMHtalp^ 
IB OiBlack Arrow 20p . 
65 ^JaiirV \P> Htdpi . 

7 Slfeliwtlrtl TorilOp- 
53 dJCodyeatc htnl. 
laikogbdGfpAlOp 


31.7 

35.7 
IB 0 
654 

7 51 
538 
1J1 
ZOSC 
007 6 


2JJL2 MorMjf «57 
14 8 SeuFeb 19«8 
29 5 Jan July 1733 
94 feglkclUy USB 

29 5 July Dec 1980 
49 May Nov W70 
39 5 Feb July 1767 
94 to May 2768 
126 JaApJyOc 1775 
12 3 May 1777 
2712 FebSep 17B6 
12 2 Aug Mar 4858 

30 ID Dec July 1803 
2711 January 1805 
15J Fro Od iais 
145 Jui/Jon i&J 
94 May Not 1B29 
14 5 to Jun 1828 
25.6 August 1H3J 


21 9 .: 

41 


Kov Aug 
Mar Nov 
May Ocl 
F ro Joly 


TbrtaGa W6 
June to 3123 


.. 5 6126 3 
\53263 
. . - (10 3 15.2 
2J2l 4.3 IO 
-t S 4 2 11 6 
-655,e27U 

5*44 A - 

-2ij 6 2 1Z3 
-4 3121 94 1 

'35 5JL25 6i 
5.9304 


rn FebAvg 
263 Oct May 

25 6 Jjn Jaqr 
25.6 Jan.JvIy 
2S6 AprOct 
lliZ Sen Feb 
123 Apr Nut 
33 4 June Jan 
30 4 Jm dr 

26 3 Jut 0c: 


U45 

1167 

«»J 

1175 


May to b7S 


As « : @2 
Fee to *zrast 
Oa Apr j;%9f 
- 

FetAsfl 2131 ■ 


iloKnmevl 
Wfw2to. * 


'20r f S?2fcJ 
-2.21 6.11123 


5fpMar 
SroMar 
Jan JiJ 
FeoSrpt 
AprSfp 
Kay Nor 
Aprto 
Jan Aug 
Mar Nov 



;KFAB5U2I' 
MffrGvdon Sfc. 
rota Eng f IQs. 
imonEng’g .... . 
DO Stood ,. .. 
Fsrav-Ssoc., fc 


ETundelQp. 
[aia» 5p 

Eta Ton 


roaimj~50. 
imCiict. 
irtt'A IOp . 
»Pi^Sd 5p 
i& M. 10 b. 
-HhteSd. 
coups 10o, 
cKuvlOp . 



£1*!? 

Si 


MoyOCt i&22 


lascBoott .... 1 
007 blflowaier El .. . I 
104 7 00.7 76% Or Pf .’ 
14JW«nnnuT«Bllppi.! 
2B3Draiffnvaiie£l.. \ 
R0 7lBraRimer2Qp .1 
58ra&c3vHirel3D.i 
12.W3rldgmdGroup lDp 1 

98£jBrite>.| 

9 2ljEPtdp0rt-G 200 1 

JJJJJfriertrtJfwraO 5 
H53UfiftL AerwpaceSOc 1 
241 Sh 7 75piNrl}Pf- 1 
4 OTOrL! orwflsixk _ ^ 
27 4 ;^! ntlings ZOp 1 

?anfltemSwsop.. < 
350 . 3 BrithkV.ia .. I 
tjQSU. N. Prop SAJ .. 
17 M-twafMgiZlfe,! 
L5 7|. J fOokt SenKff 1 

■10 7iCro«D&Tatric.. o 
9l7(0ulta . • 1 
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vjFfrai 
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02 57 
l.R 9.0 
-2.2 5 6 
-0 5 4J 
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2 

-l 3(10 I 
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12.3 AurOct 
3 09 May 
4.4 July Dec 
A! D FvbScD 
11 6 FA Aug. 
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-0.6 5 
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. _ 9, 
-1 7 5 
-07 7 
15 3 


Nov May «5U 
rebAug 1915 
July Oct 1^38 
Apr Da 5294 
DfcMay I94R 
to Jin rm 
May Jan. IW 
A|P5vp 1951 
RovJune 1B90 
JuL Nov 
War tot 1901 


June Nov 11910 


25 6 Aug Jon 

26 3 MavNov 
145 Nov Jup 
26 3 Jfriy 
44 Nov May 
15 1 Feb Aug 
253 OaMar 


.^3 on May 
26 2MFibJlpf 
94 May On. 
iV 12 frtSrpf 
116 June 


4 6} 4. J 263 
-1 ribl 94 
13*24274 
-5d7£U2 


Aprto 
to Jun 
OtlUay 
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00. lkarocwSf ta 2W. f 
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4i.C«Se fi,4ocCnCiFf.- 
N.ATCafliMGmpF 1 
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ll TnJwyoCsteef 
2 tre fl 

?iXMTfCtth4yfaLifls... - 
105)CilKtisn2Cp- . v 
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. 7-CI7042 

;dj9;iFroAu» 

... 40]12jJ 7 AprOct 

13 3 il? 2l Apr Acg 
- 4U3C'4iNaKay 

2.2 2.3 9 4 I May Nor 

-4 7 33*1161 Jf»! 
_-Ju.U2.3l - 


iW 

Matt) 

r^Tita 



VfteZOp .t 

fl NMgsJO?. . 1 
;UvMnlG«J5pi 

bfSwnDrolO. 

VtU/^CvrnieSpi 
ristaLlta . .. J 
. . , 
m hriatriftlQo j 
FSElComtJuaiii 
FowlatlUb.. .J 
r ianW9. 1 


0«6&94 
3.0,5^94 
■ 09 J r.Rjiib 
1.7(4 a 9 4 
4.il 5 ?25 6 
U 5 7 IJ12 ? 



122 Apr to 
9 4 Nav Janr 
9.4 JotyJan 
111 A Jaii Jui 
94 Junto 
25 6 Aug Jan 
122 Apr Son 
12 3 May to 
14.5 Junto 
21 n Ffb Set. 
lieu jolM jt 

26.3 Martb 




19 ijCrtl StaTPODtf lO 1 
H bttCrniL^rtsCriJA.^ 

492^S*rterCC«Jp. f 
i9 JKiusmtallBo .. 


5 

12 lllD 
-137 
4.3 2. 
-0*9 


1 T| FvfeScm 
12 FlbApg 
.6 Gttubev 
6 AnpFfb 
i Jan Aug 
3 NuvMoy 


HlCi3rierHcm50t 
3 «Ktar^tvC« 5Pi 
2 O>rCakrita 0 rpi« 1 
irslfCCi&Jligfiff HFjS..- 
Vbto&wilr.tnll'So- I 
JOlfeuywuie t 

U2W>»^aih5fi .1 
1 irffcfjron f-fc 50 01i 


Hi 

43WI 



Aug to 
Jcnrjau 
Jan Aug 
Oct Jun 
Nov Jun 
Jan Aug 
Del Apr 
Nov May 
May fen 
July 
AutffJlf 



. OJ 


Aug May W 

5 83| - ?«n 

111 in AM Jan UN! 
125 6{ Jan Aug 2109 
14.D Del Apr 710/ 


fjvgeai4c 50 Oh 


ArvOd 

4taJ«g 


CuvIUay \7172 


Frbjlf 


FINANCIAL TIMES MONDAY JULY 2 1990 


For Latest Share Prices on any telephone ring direct-0838 43 + four digit code 
(listed below). Calls charged at 3Sp per minute peak and 25p off peak, inc VAT 


INDUSTRIALS (Miscel.)-Contd I INDUSTRIALS (Miscel.1 - Contd. 
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l.« 
53 J 
7.41 
35* 
101 
742.1 
22.; 
531 
46! 
10.1 
21.2 

H 

204.; 

40! 

20 .: 

17 ; 

22.1 

n* 

413* 
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mac Group 50..! 
nwitty Hc^rfuJ 1 
of total Sp,^ 


Price 


M ify IOP/ 
p . 1 

er'jrSp] 

diiOp-i 
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Jm 
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JutjrAp 1 
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HOV Juf 
AprOct 
Pkn June 


00* 

7314: 

33rt.' 

670.: 
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Stock 


Price 


i. Eoufty Units., j 
ulths Lius. 25p...i 


Lest DMtends! 
JM Ml 
29.5 Jci Jly 
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26.3 Apr. Nov. 
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Jon Aug 
Jan Jol 
May Nov 


Artvenwopsp ... 

tandeGrLIDp.. v 
Ittot CJ.i Units.... y 
M tatartRy2to-T 
>csta Hfdgs^ IOp .yj 
h Darby Grp-5p....y 

Jaupbfn5p......v 

? Darin (O.Y.)5p..yj 

lavfs Godfrey.a 

Itofl & Bones 5p..fl 

leURue.^ . H 

)e4anQ IOp.3 

5ltdricHeei Sp.i 

SlplomaSp..p 
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foetus 5p..„_...v 
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. 7J 
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-D.b 9J 
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-iS 4J 
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27J2 FebSept 


July Jan 
Nov Mat 
A prOct 
J we Oct 
Oct May 


99.a 

23.g 

12.4 

2196 
737 
2.46 
40 .C 

43.4 
14.9 
6.00 

429.1 
230.9 
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1X1 


ifc.--».i 

taUtabeDnli 
0 Bus GrolOp ..| 
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ogHIdgszOp... 
in Ram LOp... 
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1.41 Jm Jon. 


Feb Aug 
JMjgiy 


iUt-PlusSp.- } 

Ming luds3^p.-..i 


iionriHlI Hhfs- 1 

itaa v 9 FiwSfc25u. 
itamardAl . I 


1X6) Jaa-Ang 


Mar Nov 
Ore. July 
July Jan 
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Apr Aug 
May Nov 


S*al JavfteW 5p^ 
wbf PkABOCh., 
pcaaweHMgL.,.1 
ta-FtaantlOiL 
t rtnnt.t 


-D.a 0 . 
-a.a 9 . 

4.9 3 . 

9.21; 
33 7i 
-1U 
12.7 3. 
-2.9 4. 
t.t 7 . 

-z: 5 
- 0.7 4.: 


Dec June 
Nov May 
Jan Apr 
Oct June 

KSJ 


15.1 Aug Feb 
263 tavJune 
304 taNor, 
13.4 Jmlfov! 


kTLS flange Sp—• 
riGrop - 1 


4.UU.4 
-1734 
9 Jj 9.4 
5325.6 
739.4 


nProd.5&p^..v 
; IXL5AX. 


Apr. Ocl 
A prOct 
Sept Apr 
Feb Aug 
Dec. July 


B Op. .v 

Im BKr25.. 

dup5o .v 

ASNK50. 

^gs lOp !v 


£25 

121 ? 


IX.' 

69j 

IM* 

351 

54.1 

4.72 
3.5^ 
7,11 
591 
19 2 

2811 

21.2 
izzh; 

67i 

36J 

116 i 
764.4 
119.C 

23i 

lfaJ 

15.2 
133 

8338 

2403 

11.2 

16B.C 

333 

6.95 

10.4 

W 

673 
9.5C 
LJ»J 
33.6 
5 70 

22.5 

13.3 

47.4 
I0.fi 

13.2 

400.0 

590.1 

а. 72 

14.9 

2.B1 

19.6 
337 

117 J 
354 

354.4 

11.0 

VOU 

40.9 
1984 

23.4 
10.8 

10.4 

6.73 
208 
21.1 
310 
LS67J 

889.1 
1093 
490.7 

32.3 
Z4.« 

m 

153 

9.13 

184.2 

10.3 
416 

б. 19 
3.03 

31.6 
17 9 


to.7UpcCvPf....fl 

isdteABSSCrUly... 

SSStUri 

LxparoetlnCl.a 

r eiuer.0 
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HNANCIAii TIMES MONDAY JULY 2“ 1990 


LONDON SHARE SERVICE 


For Latest Share Prices on any telephone ring direct-0836 43 + four digit code 
(listed below). Calls charged at 38p per minute peek and 25p off peak, me VAT 


MOTORSiAIRCR AFT TRADES 
iY' Coiltd -S , • ■ V • 


PROPERTY-Contd 




Last 

ad I Paid IUk 



CKj Pro. 


.4J f August 


Distributers 


15a 

123 






Jan. June 


5. 
1L 
14. 
3J 
17. 
3.91 * 
14. 

20.i 

5.1 


JutyDff 
July Jan 
Jury Nov 
Jan July 
May Nov 
Jut Nov 
1321 AoriJ 
lZ5|MrJeSpDc 
Jim Feb 


Off Jirty P133 
Mar Set* PL» 
Juft 
Oct Mar 
5ep Mar 
July Nov 
tei Feb 
April Oet 
JulyJao 
filar Sept 
JlyMov 

Dec July 
Mar Oct 
0a Apr 
Apr Nov 


INVESTMENT TRUST - Contd 

I Prtci {NI%jY 1 M| tobi 
Stock te Grt NAVPb( 


LEflQ.Sea. lOp 
Warrams.,,,.,. 


ViaM Paid 
% 

- October 

.412.1 - 

2 17.1 Jan July 
312.0 Sept Apr 
.4 8.7 August 


INVESTMENT TRUST- Contd 




06. 
31. 
34. 
86 . 
49. 
43. 
.44 [ 23. 
431 24. 
i72 







189% 


6J 

2.1 

ojSj 

■■123 



j Jan. July 
122 UarAog 
- I Apr. Nov. 
Feb Ska 
A pril 
Ain. Jan. 

March 
MardiNov 
JaoJnly 
Apr Oct 
Ocl May 
June Dec 
June Off 


t *' I 








April 

April 

Feb. Aug. 

DaJkJipj 
Oct Apr 
Aug. Feb 


May Off 
Aug Apr ||3K 

Jan. July 
Apr Oct 
Jan July. 


Dk July 

Feb. Aug 
Jan Sept 
Oct Apr 
Dec July 

Od Apr 
June Dk 
J une Dec 
Jan May 

Jan. Aug 
Angus 
A»g. Maj 



% i . 


OIL AND GAS-Canid 

Lfftl 


126 UpJyOcJn 


262 Apr Oct 
143 JulNov 

263 May Hov. 
263 Mar Oct 
1L6 July Jan 

MaiiSiefe 





rDuaf Inv 





rloone Invest_ 

ripfeKst Inc. 50p 
Do. Caolial EL. 
ISOCInv. TsL. n 
alue & Inc. 


Nov. Apr. 

April 


flijn 

OcL Apr. 

MqyOcL 
Jan July 

Sept Mar 

May Not. 




29.4 May 
11135 - 

6.6 JaApJy 


MINES-Contd 


Cfiugi 




jMM^lOp.... 


Minerals 2o- 



Dutch FI 5 


Do. 7pcPf.£L 


May Sept 





Jim. Oct 



lateau Kfinlng 20p 


omg Group lOp... 


.J 6.9126.21 AprOd 


THIRD MARKET 



Net asset values supplied by County Nat West Wood Mackenzie 

FINANCE, LAND, ETC 

Prist hfafc Y*ld Last I MvMff* 


November 


Do. 5pcDifii Prf £L. 


SqiaraD 

estate! 


7,6126 2 

i 

6, 


141 Nov. June 


Apr. Ocl 


iisi Otari. Asts 


Intafldbn. 20p 
Warrants .. 
First Spanish 50p. 
Ifilarrants. ._... 
st Tokyo IndSOpL 


Nov May 
Jan July 
June 



□.OJlOp. 


PAPER, PRINTING, 
ADVERTISING 


tanmsul.lwibliic. 
ZmDriPf.... 

Japanese... 
Ing Mercantile, 
ing Overseas.... 
KagUntaisl... 

orelgo 6 Col. 

Fulcrum Ik. 



SepLApr. 

Apr. Aug i 
JuneDec|2591 
ar.SepL 
Apr Sept 


DecJuf 

SepLApr 

JaApJyOc 



Warrants. 

DtecUnsRdPfi. 

Brenuw. 

t& Comm. 10p 
, 4.75pc Cnv Pit 


November 
Jun Dec 

Dec. June 
! May Da 

31.7 Jan Aug 
123 April 
AvOct 
Jun. Jan. 



52 

rTv? 


May 

aMar 








Jury Feb 


Nov May 
Nov May 
FebS* 
Mar Oct 
MqyJime 
Nov July 
Oct Apr 
May Oct 
JaaJul 
Sep Apr 
Nov. Jm 
Oct Apr. 
Nov M«y 
.Jam? 

JaaAuu 

April J3y 
UnMf 
Sept Iter 

Oct Apr 
Apr Oct 
Off Job 
2931 Feb Jul 

Off May- 
Oct Apr 
July 
Feb. Ocl 
Am'Oct. 
Apr.OcL 
Apr Sept 
Apr Ang 

Jan July 

Nov May 
128{FelirAiAo 
5.49.4 Octfilay 

63(263 May Oct 
8.9(30.4 Jim Oct 
7.7(25.6 JauJuly 
6.8(29.1 (tet Feb Apr 
. Apr Aug 
18.91 - 

May Nov 

•& 
1131 July 
JuDec 
MrJeSpDc 
293' ' 




263 

143 


June Oct 

263[ Mai Oct 13124 
9.41 Jan. May 
9.4 


Oct Feb 


2883 16-6 December 
28LB208 Oct May 
2412143 Mar Ocl 

276H-4.ll Jul Dec 

1 Oct Apr 
JuveDec 

toWot. 
JaApJIOc 








SOUTH AFRICANS 



.Coos.l.T.ICi 


Dc Warrarti 





September 
January 
Jan July 
Jan July 
Jan July 
Aug Feb 
Jan Aug 
Apr Nov 
May Oct 
Dec Apr Jul 
June Dee 
Aug Dec 

Jan July 
Air Oct 
May Nov. 

Apr Oct 
May Oct 
MV 


29.5 Jan July 
53 Feb July 




Jan. July 






- 6 . 

5. 
0314. 


filer Jua 
Dec JJy 
Jan J if 
July Dec 
Feb Aug 
May Dec 
Jan July 

AprOd 
Jun Sept 
Jan Jirty 
NOT April 






August 
AogJaz) 
JanOct 
Nov Jul . 
. Jan Aug 
2931 Jan. July 
Ocl Jul. i 
1231 Hot Jen Apr 


4.9293 

5.711431 J». July 

6l 



Jan_ June 


July Mar 
Mar. Oct. 

Nov. May^H 
JanJIvOctBlS 
Feb June 




29.5 Dec Jon 

293 July .Nov 
fiffay 

313 

12 2 NovApr 
24 6 June 

11.6 Jan July 


MayQct 
July Jan 
! Aug Feb 

NovJune 
Nov May 
Feb Sep 
Ocl May 
Jan. Aug. 



EVm 




Jan Aug 
Oct May 
Feb Nov 

AprOd 
8/Uy Nov 
July Jan. 
July Jan 






Trust 2%P 






Jan Jiy 




bsU. I320p 





(IF 


Jan. July 
Nov Jap 


May 


2631 Nw May 
12L6lllarJmSD 
Oct Jan 
NovApr 
May Sep 
May Ocl 
J ai. Jul. 
jirty 


;i 'tt 


Nov 
JyOc_ 

i Oct Apr 
9.4 [ Jmmv 












m 











OaJly 
Feb Sept 
Not Aug 
May Mar 

Jau.A«g. 

OdMpr 
Jau Jim 
.Mar Oct 

S Nov 
My 
Jaft.lly. 
JudcDk 
M ar Sept 
JanOct 
17^41 - . 

.41 Dk June 



373. 

10. 

57j 

143. 

863. 

101 . 

590. 

313. 


Hrrzpl 


7% 


£32% 



June Nov 
Jun. Nov. 
Way Nov 

JaoJnly 
Jan July 
Jan July 


Decanter 
Jan. July 
MUsylaKar 


& Britts 5a 







si 


HapcjTrasL 


.Cap 





lew70. “O'.. 
&ir seas Trust 
medslac_ 


Nov Jun 
Ocl Apr. 
Dec. Jun 

Od-May 

filar 


,;:TT 


UtAatafmW 
OctMarlF^ 

AaJybJB 
[Marten 



ill: 

244.1 

13.; 

IttZJ 


■<>« 



Nov. July 


JolyJaa. 







January 


sri 






123 Jan Apr 


Mar Oct 


12.9|Leadlng Leisure 5p. 

68.1WLLLate.lp. 

33.0|M ideates lOp. 
08aMoray Firth lp— 
L4MNavaa Resources.. 
2.09bvoaCQkilRM 


83 June m 
29.5 Sept Apr Jil (3142 



- January 

- MarOd 
17.7 Augiet 



223 Dec. July 
1112 Jan Aug 
26.1 Jan July 


a 


Stock Exchange dealing classifications an indicated to the right 
of security names: a Alpha.0 Beta, y Gamma. 


* I -1 •. T< i If - k JTf J !•_ J - - 




June Dec 


Sept Mar. 


Jun Dec. 
Mar.Se&L 


Semite 






SCUtGobi 


J Goldie.. 


I«RL 


12.2 
29.1 
123IMar.SffL 


Uar.SepL 


kill June Dee 

i.4 


am 25o. Yields am based on middle prices, am gross, adjusted to 
ACT of 25 per cent and allow for value of declared distribution 
and rights. 

Estimated Net Asset Values CNAVs) am dwvm for Investment 
Trusts, In pence per sham, along with the percentage discounts 
nils) or premiums (Pm -) to the current pm-c losing sham price. 
The MAV bash assumes prior charges at par value, convertibles 
converted and warrants exercised if dilution occurs. 

• Tap Stock" 

t Interim since reduced, passed or deferred 
P Tax-free to non-residents on application 
9 Not officially UK listed: dealings permitted under rule 
535C4Kal 

4 USM; not listed on Stock Exchange and company not 
subjected to same degree of regulation as listed securities. 
tt Not officially listed. 

H Price at time of suspension 
4 Net comnarabte 

| Cover allows for conversion of shares not new ranking for 
dividends or ranking only for restricted dividend 
i X Cover does not allow for shares which may aho rank for 
dividend at a future date. 

& No par value 

■Fr. Belgian Francs. Fr. French Francs 59 Yield based on 
assumption Treasury BUI Rate stays unchanged until maturity of 
stock, c Gems, e Redemption yield, f Flat yield, k Kenya C 
Canadian. E Minimum lender price. 

1 X 7 1 Abbreviations: d ex dividend; a ex scrip issue, v ex rights, a ex 
all; dec capital distribution. 


REGIONAL & IRISH STOCKS 

Hie following Is a selection of Regional and Irish stocks, the 
rauer being quoted In Irish currency. 


Crafg&fhnll. yj 03Od L 
Finlay Pkg. So... vj 55 3. 
Holt (Jos) 25p.....yt 131W 0, 

IRISH 



£12 It 


£11 


PIAIOC_I £1241 -1.016. 


Cairo UP. JJ_fi 

Hall (R. L H.).I 

HcitooHUgs.yi 

IRG.1 

Uftrtfd Drug.I 


12QI-14J] 

165i.J 

aoi 6.7) 
20 ll .. J 
ud. . . .1 


Mar Sept 


TRADITIONAL OPTIONS 

3-matift call rates 


Central African 


ankle. Col. 


Do. Warrants 




mis Mm Fin 



f¥i 


Industrials 

AllledH-yms.. 

Amstrad.. 

As&ff<BSiO. 

BAT 

■oc a ^.7.V.3.7.V. a . 

BTR. 

Barclays.. 

Blue Circle. 

Boots. 

Bowaters.^. 

9rlt Aerospace. 

British SlttL_ 

Brit Telecom.. 

Cadberys.. 

OurterCoos.. 

Comm Unvofl. 

Comtautfe. 

EdfouuskI. 

FKI.. 

FNFC . 

Geo AcddenL. 

GEC.. .. 

Glaxo...............n.. 

Grand Met. 

Guardian. 

GKN. 

Hanson... 

HawterSkld. 

IQ... 

Ladhroke. 

Legal & Gen. 

Lex Service. 

Lloyds Bank. 

Lucas lads. 

Maris & Spencer. 

Midland 8k.._.. 

Nat West Bk. 

P&ODftf . 

Polly Peek... , 


Racaf Elect_ 

RUM.. 

Rank Org Qrd. 

Reed Intel. 

STC. 

Sears.. 

SmKI. Berdiun A.- 
T1. 

&=— 

Thom EMI.. 

Trust Houses.. 

TAN.. 

Unilever. 

Vlcken 

Wellcome.. 


Properly 

Brit Land. 

Control Secs.. 

Land Securities.. 

MEPC. 

Mountleftfi__ 


Oils 

Aviva Petlm .. 

Brit Pebulemn.. 

Barmah Oil_ 

Cooray Petlm. 

Gaelic Res.. 

Premier. 

Shell.. 

TuskarRes... 

Ultramar. 


Mines 


Lonrtto... 
RTZ.. 




Nov May 
December 


KrJiStfD b 
M qy 


1.4 9.4 May 
2.1)2931 FebJtn 





Hj * U, L 11 



TMs sendee is available to every Company dealt In on Stock 
Exchanges throughout the ClolM Kingdom rare fee of £2050 per 
amm for each scarify. 


530| Mr Jy Oct 


June Not 


st* 



May Dec 


263 Not Apr 


Apr. Not. 
Sep Apr 
NovJon 
Off July 





FREEHAND 

DELIVERY 

now 

available...for 
all FT subscribers 
in 

WARSAW 


Tel: Warsaw (22) 48 9787 
and ask for Nma Kowaleska 
for details 


FINANCIAL TIMES 

tl-aO’E'S AUilNEttMCwSFArfll 
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FINANCIAL TIMES MONDAY JULY 2 1990 



4pm prices June 29 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


l« 
Mflh 

H% 

9% 

12 * 

11 % 

9* 

5V 
*1 % 
TO* 

4% 

73* 

42% 

id* 

\2h 

9% 

41% 

18*2 

tl* 

93% 

10 % 

a 

is 

24% 

si 

10 % 

93% 

30% 

23% 

27% 

20% 

36% 

3 

34 

65% 

101% 

1% 

3 

48% 

®% 

si 

30% 

X* 

17% 

IS 

12% 

2S% 

34 

a 

10 % 

a 

70% 

20 % 

29% 

45 

16% 

13 

S3 

5» 


Low Slock Wt. 

- A- 

19 AAR .48 
S ACM n M>1 
9% ACUln 1.26 
7% ACM M ill-01 
m acmmm 
9% ACM Scl Jfl 
8% ACMSp 101 
14% AL LOO .10 
2% AM Mil 
10% AM M pf 2 
52% AMR 
22% AMR pf 2.12 
3 ARX 

40% ASA 3o 
28% AHJUSOA4 
11% AMdbl g JS> 

8 AcnoC JO 
7% AcnwC 32 

M\ Acuap 
13% AdoEx ZJtie 
9% Adobe . 

0* AMO 
28% AMD pf 2 
3% Aftnmt .16 
4S*Aeff)U £JB 
9% Aftffb 24 
10% Aimers .68 
40 WrPrt 144 
13% AJrfn a 
15% Alrgas 
18% Alrtaeje 252 
9% AtaPdpL07 
80 AMP pi 9 
19% AtokAlr 30 
15% Albnyln 33 
31 Afeano >20 
15% AlCillA a 20 
23%AR*V)» .40 
10* Alee* 1.12 
ar%AfcaStd 84 
23% AtaAU 1 
38 M 
01% AltoOCp 1721 
7-32vfAlgl* 
5^2«|AI0I pf 
7-fOvjAA pfC 
,B*AJgLud 122 
21% AJgLQ fri 
80% AUgPvrJlO 

9 AUenG 
11% Aftn pfl 75 
12% Align n .19a 
22% AinCop 105* 
13% AllGE A 

9 AflNEu A 
21% Aliati (4223 

4* AMPd 
31% AktSgnl 16Q 
9% AMfT .78fl 
9% AMIT2 ii.73a 
8% AMTO n $4 

10 AM)0 24a 

9 AM102 .72 

9% AftfUOS n A8 
0% AUPI n08a 
30 ALfEL 128 
59% Alcoa 1.60a 
If % AoiuO 08 
20% AfWU 80 
39% Arbi pf 3 

5% AfViSaa .10| 

0% Ament .48 
U2vfAiacur 
30% Amttft* ,Q0 
9% AmAdf n04 


Ch'ga 


+ 1 


20% 10 7-lfiABMi a. 10 


01 % 

30% 

41% 

21 % 

It 

11 

si 

39% 

22 % 

50% 

8% 

10 % 

s 

a 

08% 

112 

10 % 

34% 

« 

SS 

47 

W% 

IS 

52% 

30 

*5% 

11 

56% 

55% 

15% 

8 

% 

38 

ioS 

33% 

48 
32% 
19% 
43% 
10% 

Si 

is 

z-% 

44% 

13% 

23% 

27* 

51 

13% 

24% 

si 

a 

24% 

49% 

79% 

24% 

42 

22 % 

10% 

21 % 

7% 

n% 

51 

33% 

120 % 

18% 

18% 

4% 

IS 

24% 

50% 

7 % 

23% 

33% 

33% 

79 

JO 

71% 


Am Bund 2.72 
28% AOm pf£76 
31%ABMM 32 
10% ABusP S 38 
16% A C ap O d 2B9e 
18% ACapCv Z3ta 
0% ACapfn 36 
8% ACMR .00 
47 ACyan 135 
27% ABPw 2.40 
25% AmExp 32 
13% AFuniy 32 
28% AGoCp 320 
7% AmQvf 34a 
0% AOP f06fl 
9% AQTT 36 
19% AHftPr 236 
19% AHera bi. 02 
45* AHom* 92.15 
54% Amrtch 3.16 
61% AfofQr .48 
0% AOIF n la 
22%Af¥aad 30 
10% AREsi 2 
3% Amftt s 30 
2% ASB 2q 
3% ASB pf 01] 

2 AShip 
51% AmStor 1.12 
34% ATAT 132 
tt% ArtWfcf 30 
4% AmHoll 8C 
35% Ammn 128 
1% «|AmaD JS| 
]>% Amoco* 34 
8% AmavSc 1 05 
43 Amoco 294 
40 MB’ 136 




30 

.06 


!.«D 


30 


0% Ampca 
3% Aim* 

S* Amrap 

20 Am&tfi 
3% Aitacmp 
30% Anadrtt 
&% Analog 
22% Angofic 
34 Audens 88 
10% Anthem 
10% Anthoy 1.445 
33% Aon cp 132 
n%Apadve 38 
40% Apex n 34 
20% ApPw pC35 
30% AppiBc 70a 

7% AWMg 

10 ArcfiD s .10 
33% AreoCh 2.50 
0% ArcAM 

16 ArKEa oBSe 

21 Aftfe 108 
43 Artla pf 3 

7 Armcc 30 
19% Arms pC.10 
40% Airnc pMSO 
31% AnrMl 1.16 
3% ArtMC 
6% A/a£ pfl 34 
9 Arfta 
13% Arvtn 68 
38% Arvm pG7S 
23% Aiom 163 
USAaCoal 32 
33% AahOd i 
9% AalaPc Bta 
6% Asennv i 75* 
14 AsCCG D6a 
3% AWSoS J30a 
fi%Aomw i 
3% AUGu 198 
34*AHEmg £08 
TOVACRjdi 5 
10% Adas 
14% ATMOS 
2% AudVd 

11 AuQSl 
10% Aditr a 
23% AufsCl 

4% A^aien :cie 
20% AYMCO 40 
23% Avery 
22 r a Awiel 
28% Avm 
23% Aimv cf 
12% AWm 


fiwO 78504 
24 13 701 
4 .1 19 238 
21 

1J 10 212 
1605 
3 
1 

28 9 66 

14 

22 10 310 
20 69 

91 16 

10 1080 
1! 17 94 
256 
408 

10. 327 
9 74 

49 10 2143 
7J& xlS7 
76 <m 
7 A xifiB 

21 x102 

75 X282 

49 X113 

7.7 *773 

29 14 400 

26 73022 
Q 24 238 

23 72444 

7.4 2 4Q1 

B 1564 71 

45 10 93 10' 
14 IK 

1.4 12 1763 441 

54 1 ID 

J5 $73100 193 
45 10 2279 64% 

22 3 30 

2510 161 

20 12 42 

13. 157 16% ' 

12 83 19% 

14. 308 6% 

S6 13 27 10% 

24 19 1511 67% 
61 92216 29% 
10 50x1991431% 

25 16 1132 10% 

6.7 12 2962 48% 

12 11B 7% 

12 175 9 

9uB 72 

9J 14 197 

4.6 8 3 

3£ 14 4410 52 
S3 13 1440 

S 12X080 

11. 91 

27 435 

16 8 152 

22 6 75 3 

303 3 

312 3 

fif 3 

17 18 006 67 
34 15 20157 38 
6010 174 16 

81 6 
2814 2 46 

2178 2 
4-8 IOWO 13 
12 38 0 

4J0 10 6189 51 
29 18 5110 48 
3£ 0 W 8 
IB 242 4 

113 0 

64 8 TO 22 
91442 S 
.9 4? 672 34 
261938 7 

24 15 100 33 
20 16 2000 
19 575 
4J0 8 235 11% 
4.1 10 327 38 
1920 708 
82 3 132 
98 2 

IB 9 23 


ni; i 


WA 

«%- % 


- % 


2 % 2 % 

33% 33% - % 
7% 7% “ % 

32% 33% + % 
43% 43%- % 
29% 29% - % 
10% 11%+ % 
37% 37% - % 
14% M%+ % 


T18 

CJ 

C7a 

70 


64 

60 

1 

2 


40 

»% 
11% 
JO-A 
31 "j 
16% 
22 % 
21> 
79% 
a> 

74% 

si 

15% 

34% 

§4 

12 

£9% 

70% 

39 
29 

23 9 
55 

101% 

38% 

65% 

6> 

S.1% 

17% 

29 

St 

:a% 

23% 

40 
13% 
^% 
ro 

16% 

26% 

a- 1 

21 

72% 

30 
Wjl 
16 % 
a% 

41 
37; S 
»% 
27 

3% 


- B- 


32% BCE s 252 
13% BET 11SO 
6% SMC 
IS 1 ; HP Fm LTo 
20 ORE 2.43 
Ch BAT 180a 
S % Earnco I 
l9%B0Mf 03.44a 
17% DxAtHu 40 
47 of3S3 

•8% Ba’dc» a 43 
r£%&a'i !.12 

9 Bsj'.yVf 
9*j BeilBca £5 
r:- dorce a\o 

» Bac p!B4 SO 
14% 3ncOno 1.3«1 
4% 

IS % Gc9.iV 1 TSa 
34 BcSbji: 1 44a 
% GiffTax 
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trwtfng day. Where a split or stock dMdand amounting to 25 
perc en t or more has been peid. the yea^e high-only range and 
dividend are ihown tor itia new Block only. Unlaaa otherwii 
al dMdand are annual dtetenmema based on thel 


a-dhridend also straps), b-annual rate of cflvldand plua 
dividend. Cr6q«rfdatfftg cfivldand. dd-cellecL +nwr yearly low. 
a-dMdetMS declared or paid m pr e ce t fln g 12 months.»4vidand 
to Canadian funds, aubfeef lo 15% rmn residence can. 1-dMdend 
declared eflar apOtov or stock AvfdancL J-dMdoful pakf this 
year, omitted, deferred, or no action taken at latest dhrfdeito 
m oat in g. k-dMdend declared or paid this year, an ^cumulative 
losua with dhrtdands In amors, n-now issue hi the poor 52 
weals. The high-low range begins with the start of trading. 
sd"Ae*f day delivery. P/E p ri ce a ar ntoge redo, r-dhddend 
declared or paid la prac ad to g 12 mMhalpbm stock dividend, 
s stock apffi. Dividends begin wkh date of spiiL sTi aaloo 
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A more unlikely senior 
government figure 
could scarcely be 
found than Mr Jose 
Lutzenberger, Brazil’s Minister 
of the Environment. He has 
spent the best part of the past 
20 years doing battle with gov¬ 
ernment and big business on 
environmental issues. 

But this 64-year-old ecologist 
does not see himself as a 
poacher turned gamekeeper. 
Rather. Mr Lutzenberger wants 
to be the inspirational force 
behind a change in the rules of 
the environmental game both 
in Brazil and the world at 
large. Indeed, his acceptance of 
the job in Brazil's new reform¬ 
ing administration immedi¬ 
ately converted him into a 
symbol of President Fernando 
Collor de Mello’s determination 
to adopt a fresh approach 
towards environmental issues. 

T genuinely believe he (Col¬ 
lor) is committed to environ¬ 
mental policies. 1 do not in any 
way feel co-opted,” he says. He 
has stated on several occasions 
that he will resign if he feels 
compromised. But it is still far 
from clear whether he can 
achieve a happy symbiosis of 
his thinking and the complex 
development needs of a coun¬ 
try such as Brazil. 

Almost aggressively he 
fights against ministerial 
pomp, and when interviewed 
was in jeans and jacket With a 
tall, lean frame and long, grey¬ 
ing hair, he cuts a striking fig¬ 
ure. “I haven’t changed at all," 
he says with a mischievous 
smile. He still retains most of 
his important information on 
used envelopes and scraps of 
paper,testimony to his commit¬ 
ment to recycling. 

Currently he has a personal 
staff of 15 which also has 
responsibility for controlling 
the environment agency, Insti¬ 
tute Brasileiro do Meio Ambi¬ 
ent e e Recursos Natureis. Like 
all government bodies, Ibama 
is caught up in President Col¬ 
ter's plan to carry out staff 
cuts across the board, of 20 to 
25 per cent, as an austerity 
measure. This is currently 
being challenged in the courts. 

Ibama has a staff of 1,300 in 
Brasilia, yet only around 12 in 
the whole of Amazonia,” Mr 
Lutzenberger says. He is 
deeply critical of past govern¬ 
ments who have padded the 
federal capital with soft jobs at 
the expense of the field. He 
wants to turn this ratio on its 
head. 

Amazonian development be 
would tike to halt. “We have to 
concentrate on the land that 
has already been cleared, most 
of which has been abandoned. 
We must encourage the set 
tiers to stay to recuperate the 
soil. In the past they moved on 
because of a lack of awareness 
of how to regenerate the soiL" 
The Government itself can do 
far more, he believes, by sim¬ 
ply becoming an active agent. 
“Previous governments 


T eamwork 
lessons 
from the 
World Cup 

IN MOST respects, the football 
fraternity has far less to teach 
big business than It has to 
learn from it. Soccer dubs are 
forever being told to run them¬ 
selves in a more “business¬ 
like'* manner, and a few of 
them are already benefiting 
from the new generation of 
professional commercial man¬ 
agement which has begun to 
infuse the game. 

On one point, however, the 
boot Is on the other foot; the 
motivation and rewarding of 
cross-disciplinary teams. 

Thanks to the World Cup, 
the power of teamwork has 
been demonstrated alm ost 
nightly on our TV screens in 
recent weeks, to a global audi¬ 
ence which most include many 
business executives. 

Whether the team has con¬ 
sisted mainly of workaday 
players (like the English and 
Irish) or of manifest stars (like 
the Italians and West Ger¬ 
mans), the force of teamwork 
has been self-evident: not 
merely in terms of morale, but 
in the players’ willingness and 
ability to switch role. 

Motivating a group of soccer 
players may seem child’s play 
compared with doing the same 
in business: the team is small, 
the goal is crystal dear, and 
the required period of peak 
performance is relatively short 

- a few weeks for the World 
Cap or a few mouths of domes¬ 
tic competition. 

Collective rewards 

But there more penetrating 
reasons, too, why football 
players tend to be better team- 
workers than their counter¬ 
parts in business. Prime 
among them is the provision 
of team rewards. 

Soccer players are normally 
rewarded for a mixture of indi¬ 
vidual performance and team¬ 
work. In the World Cup, most 
Incentives have been team¬ 
wide, and many teams have 
also pooled individual players’ 
incidental earnings from prod¬ 
uct endorsements, interviews 
and so forth. 

In virtually all business 
organisations, in contrast, 
financial incentives are over¬ 
whelmingly individual. An ele¬ 
ment of group bonus or profit 
sharing may be provided, but 
this is usually related to the 
performance of the organisa¬ 
tion as a whole, rather than 
that of the employee’s team of 
immediate colleagues. 

This is in spite of the fact 
that the performance of small, 
cross-disciplinary teams and 
task forces is becoming as 
vital to the success of business 
organisations as collaboration 
between forwards, midfield 
players, defenders, and goal¬ 
keepers is to soccer teams. 

Business pundits have been 
advocating greater teamwork 
for at least eight years, and an 
eager corporate audience - 
from Ford to many lesser fry 

- has been trying to imple¬ 
ment their message for at least 
live. Yet few companies have 
so far succeeded in installing 
teams which are any thing like 
as cohesive, fast-moving and 
effective as those currently on 
the Italian football field - or, 
for that matter, in the Japa¬ 
nese business world. 

Poor tactics 

One top US multinational, 
which outsiders have admired 
for decades as an apparent 
model of teamwork, admits to 
intense dissatisfaction with its 
own team performance. 

Senior executives compare 
their past approach to, at best, 
that of a set of teams in a 
relay race, with members from 
one specialist department 
passing each project on to the 
next department, and so forth. 
In today’s competitive condi¬ 
tions, such tactics are both 
alow and inefficient. 

More cynical insiders liken 
the company’s behaviour to a 
“team” of star individual gym¬ 
nasts, whose ability to collabo¬ 
rate is almost non-existent. 

What the company says It 
now aspires to is precisely the 
sort of collaboration displayed 
by an effective football team: a 
degree of interchangeability 
between positions, and the 
rapid passing of the ball (or 
project) from one member to 
another so that goals are 
really scored by the team as a 
whole, not by individuals. 

To achieve this ideal, the 
company will have to over¬ 
come its personnel depart¬ 
ment’s reluctance to allow 
team incentives. As things 
stand, complains one execu¬ 
tive, “there’s virtually nothing 
that gives any encouragement 
whatsoever to teams”. Maybe 
the company should start a 

soccer dob. 

Christopher Lorenz 


Monda y Interview 

Balancing 
man and 
nature 

Jose Lutzenberger, Brazil’s 
Minister of Environment, speaks 

to Robert Graham 
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showed no will (to control 
development). Every day they 
got satellite photo¬ 
graphs ... These show up river 
pollution, illegal gold digging'. 
But almost nothing happened.” 

Two satellites provide pic¬ 
tures which reach the Govern¬ 
ment at noon each day, and by 
early afternoon, it is quite fea¬ 
sible to dispatch helicopters to 
inspect, he maintains. But this 
touches on a potential source 
of conflict He would like to 
use the armed forces in an 
environmental protection role 
- something which the latter 
view with suspicion. 

Yet without adequate polic¬ 
ing almost nothing can be 
achieved. It is not enough, his 
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Bom Porto Alegre. 
Attends Unversity of 
Porto Aiegre, agricul¬ 
tural engineering and 
agronomy. 

53 Louisana State Uni¬ 
versity, US, soil science. 
First job, CRA Fertiliser 
Company, Rio Grande 
do Sul. 

72 BASF fertiliser con¬ 
sultant. 

Begins environmentalist 
activities. 

Establishes Fundacao 
Gala. 

Right Livelihood Award, 
regarded as the ‘alterna¬ 
tive Nobel Prize'. 

March, joins Collor 
Administration. 


supporters say, for well-publi¬ 
cised one-off sorties by the air 
force to destroy illegal landing 
strips used by gold diggers. 
Destroying these airstrips was 
one of his first actions. 

Policing is also central to 
any decision on the controver¬ 
sial road 364 opened up 


through the western state of 
Rondonia. The previous gov¬ 
ernment planned to link the 
364 through to Acre state and 
then on to the Peruvian firm- 
tier with eventual access to the 
Pacific. This was also a Collor 
campaign pledge. 

Mr Lutzenberger opposes 
this road, arguing that at pres¬ 
ent the area cannot be property 
controlled to prevent illegal 
deforestation by settlers. It 
would also encourage the rapa¬ 
cious Asian timber trade. The 
road project, however, is being 
keenly canvassed, by the popu¬ 
lation of Acre and endorsed by 
the powerful soya bean export¬ 
ers, who would like a Pacific 
outlet 

Another obvious conflict 
concerns Brazil’s energy needs 
and further development of the 
Amazon Basin hydro-electric 
potential He opposes such pro¬ 
jects on ecological grounds and 
because they threaten the 
diminishing Indian peoples. If 
he manages to block such 
development, then this will 
force an awkward re-think of 
alternative projects elsewhere. 

Mr Lutzenberger is moti¬ 
vated not simply by the seduc¬ 
tive prospect of putting his 
Ideas into practice from the 
corridors of power. He is 
impressed by Collor. “He wants 
to take the car (Brazil) out of 
the mud. If he foils, Brazilians 
will be totally disillu¬ 
sioned ... Now that he has 
been elected Brazil has become 
a serious country again.” 

Mr Lutzenberger only met 
the Brazilian President after 
tiie latter's election victory last 
December. “I corresponded 
with him after the election, 
offering some help.” They dis¬ 
covered a remarkable coinci¬ 
dence of views and he was 
asked to join the Government 

He is one of seven ministers 
who form a sort of inner cabi¬ 
net around the President and 
whose ministries have 
enhanced authority. “I do not 


Calcutt’s curbs on 
press misconceived 


CRIMINAL justice is at the 
best of times a blunt instru¬ 
ment to effect social controL 
When it is applied to the indi¬ 
vidual offender for having done 
something that is a traditional 
crime - murder, robbery, theft 
or indecent assault - it has a 
social Utility Of aagnaging the 
victim’s feelings and allaying 
public unease, as well as pun¬ 
ishing the culprit. 

Any defence which the 
offender may have to the par¬ 
ticular charge will invariably 
be of a personal nature. Mur¬ 
der. robbery or rape can rarely, 
if ever, be justified morally, let 
alone legally, on the grounds of 
some public interest. 

Even the assassination, of a 
Hitler or the theft of docu¬ 
ments proving a criminal con¬ 
spiracy by government cannot 
excuse the cri minal event 

When, however, the commis¬ 
sion of the impugned act is 
thought to be justified by the 
perpetrator on some imper¬ 
sonal basis - for the purpose 
of exposing some corrupt con¬ 
duct by holders of public office 
— the use of the criminal law 
is inapt, even futile. 

So when the Calcutt Com¬ 
mittee on Privacy recommends 
that three forms of physical 
intrusion onto private property 
should be made criminal 
offences, subject to a general 
defence that the intrusion was 
for a definable social benefit, 
there is an Instinctive rejection 
to the conceptual basis for ren¬ 
dering such conduct cr iminal 

If. moreover, intrusion onto 
private property, without the 
occupier's consent, Is to be dis¬ 
couraged, then the civil law of 
trespass is the appropriate 
remedy. 

The Calcutt formula Is thus 
to render the trespass criminal, 
simply on the basis that the 
trespasser had an intention to 
Intrude for the purpose of gar¬ 
nering information with a view 
to publication. 

Journalists and other media 
people are thus singled out as 
potential criminals whenever 
they are sent oat on a mission 
of news gathering that may 
involve an Invasion of privacy. 

While intrusive behaviour by 
the press is to be deplored and 
needs to be curbed by firm 
action on the part of responsi¬ 
ble editors, it is not sensible to 
dub the behaviour as criminaL 
Take the following scenario. 



JUSTINIAN 


adapted from Watergate. 

Two journalists uncovering 
government corruption invade 
the private home of a conspira¬ 
tor, hoping to find an incrimi¬ 
nating typewriter and vital 
documents. 

They are caught in the acL 
Police'arrive and arrest them. 
They are charged with this 
brand new crime and kept in 
custody, but may be released 
on bail because they appear to 
have a defence that they were 


While intrusive 
behaviour by the 
press is to be 
deplored and needs 
to be curbed by firm 
action on the part of 
responsible editors, 
it is not sensible to 
label the behaviour 
as criminal 


in the process of exposing 
“serious anti-social conduct” - 
to use the vapid phrase of the 
Calcutt report. 

When the case comes to trial 
months later - pending which 
time the hunt for vital informa¬ 
tion about government corrup¬ 
tion has to be called off - the 

defence is met with the 
counter argument that the 
journalists’ activity involved a 

breach of national security, 
which might negate any public 
interest defence. 

The consequences of such a 
confrontation between govern¬ 
ment authorities and the press 
would be dire. It is inconceiv¬ 
able that in a free society the 
weapon of criminality could be 
unleashed against the press. 


The Calcutt proposals are 
designed, understandably, to 
counter abuses by a segment of 
the national press (and their 
news agencies) which consti¬ 
tute unwarrantable invasions 
of privacy. 

There are two distinct 
aspects to invasions of privacy. 
There is the harassment or 
physical intrusion by journal¬ 
ists. This is the conduct which 
the Calcutt Committee specifi¬ 
cally addressed in suggesting 
the criminality of such behav¬ 
iour. 

If such conduct is intolerable 
to the individual whose pri¬ 
vacy has been invaded, it is 
much less offensive than the 
ultimate product of widespread 
dissemination of the individ¬ 
ual's private affairs. Where the 
information has been acquired 
by non-intrusive methods, as is 
often the case, the publication 
of the individual’s private 
affairs is infinitely more hurt¬ 
ful than any physically intru¬ 
sive activity that does not lead 
to publication. 

Once publication has taken 
place, the damage has been 
done, irreparably and irremedi¬ 
ably. In contrast, the physical 
intrusion onto private property 
is remediable by civil action 
through injunction and dam- 


And the opportunity for pre¬ 
venting publication remains 
ultimately in the hands of edi¬ 
tors who are able not only to 
control investigative journal¬ 
ism but also to stifle the forbid¬ 
den fruits of such investiga¬ 
tion. 

Calcutt wisely perceived that 
legal control over publication 
of a person's private affairs 
would involve unacceptable 
prior restraint and censorship. 
By focusing on the most 
extreme forms of investigative 
journalism and labelling physi¬ 
cal intrusion onto private prop¬ 
erty as criminaL the Calcutt 
Committee has, however, mis¬ 
conceived the proper role and 
function of the law, as it 
affects freedom of expression. 


Louis Blom-Cooper QC 


The author is chairman of the 
Press Council 



‘It is a living planet, a living being 9 


have a plan of action but 
rather a philosophy of 
action.. .1 am not an adminis¬ 
trator. 1 see my job as creating 
policies and monitoring them.” 

In Brasilia Mr Lutzenberger 
has already upset some of the 
bureaucrats, who regard him 
as both arrogant and dictato¬ 
rial in his dealings. Hie has also 
managed to get through two 
directors of Ibama 

Nevertheless, admirers 
revere “Lutz" as a visionary, 
preaching the need for a new 
international awareness of the 
delicate balance between man 
and nature. Even detractors, 
who regard him as impractica¬ 


bly 'green' and dangerously 
anti-development, concede he 
is a man with a message that 
has to be taken seriously. 

He comes from the German 
immigrant community which 
settled in southern Brazil. As a 
graduate he specialised in 
agronomy and soil science, 
eventually joining in 1957 the 
German chemicals group, 
BASF, for which he travelled 
the world as a fertiliser consul¬ 
tant. 

However, he became increas¬ 
ingly uneasy about the role of 
fertilisers, realising he was 
working for an industry that 
profited by curing the symp¬ 


toms of diseases which it itself 
was causing. In 1972, he quit 
BASF and moved back to Bra¬ 
zil with his wife and two young 
daughters. 

With the passion of a con¬ 
vert, he has ever since been 
campaigning for “environmen¬ 
tal sanity and social justice”. 
This has led to many a con¬ 
frontation with government, 
institutions such as the World 
Bank, and big business. 

His guiding ethos, which be 
first saw through the need for 
regenerating the soil, has been 
what he nails "a moral critique 
of science and technology”. 

At times he is near mystical, 


and he has been much infl u 
enced by the thinking of James 
Lovelock, the British scientist 
who developed the Gaia the¬ 
ory. In essence this envisages 
mother earth (the Greek Gaia) 
as a vast, living being that sur- 
vives through an intricate pro¬ 
cess of inter-dependence and 
self-regulation - now threat 
ened by man. 

“It is not a question of Uf e 
surviving because by accident 
conditions remained right over 
that incredibly long period of 
time (the past three and a half 
billions years),” he said in a 
recent lecture. 

“Just as my organism is 
homeostatic, regulating my 
internal temperature to close 
to 37.5 degrees regardless of 
snow or sunshine ... so U is 
with planet earth. It is a living 
planet, a living being. You may 
object that a mountain is not 
alive, it is dead rock. 

“Well, look at a scallop. It jg 
dead calcium carbonate. Bat 
take the shell from the scallop 
and it dies. It is the unit ofthe 
shell and that meaty organism 
that makes the scallop... The 
mountain is just as much part 
of life as my heart is of my 
organism.” 

Mr Lutzenberger is con-' 
vinced, almost to the point of 
obsession, that most modern 
technical and scientific think¬ 
ing Ignores the “whole organ¬ 
ism”. As a result he believes 
we violate the organising 
Structure without realising it. 
Of the rainforests which act as 
a “colossal heat pump", be 
says: ‘They take nature mil¬ 
lions of years to build, and we 
are destroying them for trivial¬ 
ity. We should have an almost 
religious approach to these 
great forests." 

Despite thinking on such a 
mystical plane, his energies 
have been directed in very 
practical ways to improve the 
environment. He established 
the Fundacao Gaia in Brazil as 
a ‘missionary’ instiiatiaa ta 
divulge his ideas. This now has 
an international offshoot in 
London and also runs a small 
experimental form outside his 
native Porto Alegre. 

In Brazil he has focused on 
soft technology, waste recycl¬ 
ing. regenerative agriculture 
and protecting the rainforests 
and its indigenous peoples. 
One of his first campaigns was 
to halt the pollution of a cellu¬ 
lose plant in Porto Alegre 
which he has subsequently 
redesigned to be environmen¬ 
tally friendly. 

It is a background that has 
hardened him to dealing with 
authority but which could well 
complicate his task in govern¬ 
ment. At present he relishes 
the challenge. 


This announcement appears ££ 
as a matter of record only. §g 

B 


New Issue This announcement appe 

Jul y2,1990 ■■ || as a matter of record only 

Ull 

Unilever 

UNILEVER CAPITAL CORPORATION 

U.S. Dollars 150,000,000 
9 V 4 % Guaranteed Notes due 2000 

unconditionally and irrevocably guaranteed, on a joint and several basis, 

as to payment of principal and interest by 

UNILEVER UNITED STATES, INC., 
UNILEVER N.V. AND UNILEVER PLC 


Deutsche Bank Capital Markets 

Limited 


Amsterdam-Rotterdam Bank N.V. 


Goldman Sachs International 

Limited 


Algemene Bank Nederland N.V. Bankers Trust International BNP Capital Markets 

Uirrffed Limited 


Fuji International Finance 

Limited 

Nat West Capital Markets 

Limited 


IBJ International 

limited 

Nomura international 


J.P. Morgan Securities Ltd. g 

9 

Swiss Bank Corporation g 

Investment Banking rj 


UBS Philtlps & Drew 
Securities Limited 


S.G. Warburg Securities 


b b sb b a ■ h a a mmm a bbssbb b b m b h eh m m ® s a cs ss si a a ss sa m &ase s as a BBBsas® 


MITSUI & CO. FINANCIAL SERVICES 
(AUSTRALIA) LTD. 

AS50,oon,oun 

Guaranteed Floating Rate Notes Due 1992 
Unconditionally guaranteed by 

MITSUI & CO. (AUSTRALIA) LIMITED 

Notice Is hereby given (hot the Rata of Interest has been fixed at 
14.6742% p.o. and I hoi the interest payable on the relevant Interest 
Payment Date, September 28, 1990 against Coupon No. 12 in 
netped of A$10,000 nominal of the Notes will bo AS365.85._ 


July 2, 7 990. London 

By: Citibank, NA (CSSJ Dept.), Agent Bank 


Notice of Shareholders’ Meeting 
Espirito Santo Financial Holding S.A. 

37 me Notre-Dame, Luxembourg 
R.C. Luxembourg B22.232 

The Shareholders are hereby invited to attend an Extreonfin® 
Genera) Meeting oF Shareholders which wtfl take place on 6th 
19^ at 11.00 a.m. at 37 rue Natre-Dame. Luxembourg w*# 1 tti 
following agenda: 

*■ setting of a new authorised share caprtal ojU-j 
$250,000,000 (Two hundred and fifty million Unite d Sta te 


issue the resultant unissued share capital in one of mo* 
tranches. 

2. An amendment to Article 3 of the Statutes, as a result oMti 
above. 

TT^Stwehoidcrsare notified that a quorum of at least 50 pore** 
oj Bib currently authorised shams is reauired tor the abow# 













































■■ ’ ■ -’M’ 
_. < 


_ ■ _i* ■.'« *■ _- rf * 

■ **■ ■" * ■ ■ i« ■’ ■ ■" 

• • i 1 '. ■ - 


FINANCIAL TIMES SURVEY 




t 


on nr 

«• • j . ■ •. • ■ 


The cbflapse of 
iCornmunist systems 
_■ has ended Europe’s 
. rigid post-war 
. . division aiong __ 

ideological UoeB. But the removal 
of that dividing wall has created a 
set, of formidable new challenges. 
Edward Mortimer considers the 
problems that lie ahead 
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scenario 


. Anyone who thought one 

gonid. wait until 1982 to redraw 
the map of Europe has by now 
had* 1 to-think again. Last 
autumn *TMb itself,” to use Mr 
.Mikhail Gorbachev’s phrase, 
seized the pencil from the 
astonished hands of-statesmen 
and diptomats and set about 
the redrawing process ‘in a 
swift and decisive manner. 
What had been the sharpest 
and clearest dividing line in 
Europe the Iron Curtain - 
suddenly disappeared. 

-Germany as of today is a sin¬ 
gleeconomy with, a single cur¬ 
rency^ and by the end of .the 
year or soon after will be a 
single state. ‘'Eastern Europe” 
n£ longer exists as' a separate 
socio-economic or gebpotlxtical 
region. There is only “Europe.” 
But what is Europe? . 

Europe in political terms , has 
come to he identified with the 
European Commuruty. Yet the 
EC, until now, has been essen¬ 
tially a West European phe¬ 
nomenon. That may be leas of 
a paradox than it seems. WE- 
Ham. Wallace* in a book* pub- 
fished earlier this y ear, pamts 
out that the. centre of gravity 
of European civilisation - 
demographicaliy, economically 
and culturally - has been, far 
at least 1,000 years, in Western 
Europe. 


It is historically normal that 
the countries of central and 
Eastern Europe, including Rus¬ 
sia, should look to the West for 
inspiration and leadership, and 
should aspire to be integrated 
into an essentially West Euro¬ 
pean community. What was 
ah pp^mai was the way that in 
the lad 40 years they were cut 
afffrosh it.. 

For the EC itself, and far the 
people who already belong to 
it, this sudden reopening of the 
East is gr atifyin g. Should they 
not be flattered at the discov¬ 
ery of, so many admirers and 
would-be imitators? Yet the 
change also poses problems to 
WestemEurope, which at their 
deepest level are problems of 
identity or self-definition. 

Until now, the question of 
Europe’s geographical extent 
was largely academic. The only 
borderline case that mattered 
(admittedly a very awkward 
one) was. Turkey. Otherwise, 
Europe was defined on three 
sides by the sea and on the 
fourth, de facto, by the Iron 
Curtain. Now the curtain has 
suddenly lifted, revealing to 
the East a dizzying vision of 
open space: the eye does not 
know, where to stop. 

Groping in their past for ref¬ 
erence points, some Europeans 
have discovered a “German 
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problem." The Ger mans them¬ 
selves find this perverse. They 
see today's German problem as 
being essentially theirs to 
worry about. Somehow they 
have to overcome an economic 
and cultural rift in their soci¬ 
ety, caused by 40 years of 
enforced separation under dif¬ 
ferent political and social 
systems. By comparison, 
Britain's much-touted North- 
South divide looks almost 
imperceptible. Only Italy 
among Western countries has a 
comparable problem, with its 
underdeveloped, resentful and 
parasitical Mezzogiomo. 

But luckily the West German 
economy, which has to shoul¬ 
der this burden, shows every 
sign of being equal to the task. 
Nothing in present (as opposed 
to past) realities suggests that 
the united Ger many will be a 
threat to its neighbours. On 
the contrary, there seems 
every reason to expect that it 
will be a stable and prosperous 


democracy, well-equipped to 
provide political as well as eco¬ 
nomic leadership to the rest of 
Europe. The big questions lie 
further east: how much of 
Eastern Europe can be inte¬ 
grated into "Europe” proper; 
by what methods; and how will 
the process affect the existing 
political and economic struc¬ 
tures of Western Europe? 

To reduce these questions to 
a “wider versus deeper” debate 
about the EC is to oversimplify 
them and to underestimate 
their importance. In fact, even 
the idea that there would be 
such a debate now looks like a 
momentary British fantasy, 
already past. Continental mem¬ 
bers of the EC concluded very 
quickly, with almost unani¬ 
mous instinct, that the events 
in the East strengthened the 
case for the closer integration 
of Western Europe and made it 
more urgent 

Partly, of course, this 
instinct sprang from the desire 


to head off any resurgence of 
German nationalism - or, 
among the Germans them¬ 
selves, to allay any apprehen¬ 
sions on that score. But there 
is more to it than that. Even 
before the precipitate decline 
of Soviet power there were 
signs of a much slower but still 
significant decline in American 
power, or at least in the 
resources Americans were will¬ 
ing to allocate to the defence of 
Western Europe. The collapse 
of the Warsaw Fact and the 
removal or sharp diminution of 
the Soviet threat were bound 
to accelerate this process. 

In the previous situation the 
East exerted military pressure 
on the West, thereby highlight¬ 
ing the political importance of 
Nato, a body in which political 
relationships are determined 
by military ones, and in which 
the US plays the leading role. 
In the new one the demands 
made by the East an the West 
are primarily economic, related 
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to trade and finance: this puts 
the spotlight oh the EC, and 
incites the US to take a back 
seat. The US has economic 
problems enough already, at 
home and overseas, and in an 
economic context is accus¬ 
tomed to regard Europe as a 
competitor rather than an ally. 

Thus the leading rote in the 
new Europe falls inevitably to 
the West Europeans. They can 
play that rote only in the guise 
of the EC. but in order to play 
it properly they need to make 
the EC more cohesive, speed 
up its decision-making pro¬ 
cesses, and strengthen its 
administrative and diplomatic 
machinery. Not only must the 
single market be completed on 
schedule in 1992. It is now to 
be complemented by economic, 
monetary and “political” 
union. Meanwhile an inner 
core of countries - France. 
Germany and Benelux - has 
agreed to press ahead with the 
full abolition of frontiers 


between them, blazing a trail 
which it is hoped the rest of 
the .Community will follow. 

All this deepening does not 
rule out widening, although a 
moratorium on membership 
applications has been declared 
until it is complete. This may 
be intended by some as a 
wheeze to block widening, by 
ensuring that the acquis cam- 
mwvwtaire is too onerous for 
any would-be new member to 
accept. But a more widely held 
interpretation is that it will 
enable the EC to admit new 
applicants at a later date with¬ 
out jeopardising its cohesion. 

Meanwhile, Efta members 
are being offered the "Euro¬ 
pean economic space” (which 
really means the right to 
enforce the rules of the single 
market without having a say 
in the definition of those 
rules), and no doubt tailor- 
made association agreements 
will soon be devised for the 
emerging market economies. 

But several crudal questions 
remain unanswered, among 
them the following: How for 
east will the i nt egra tiv e pro¬ 
cess extend? Can it include 
Russia, and if not, how will the 
new Europe cope with an- 
excluded and embittered Rus¬ 
sia on its eastern border? How 
much money will Western 
Europe put where its mouth is, 
to support the transformation 
of the former socialist coun¬ 
tries, and how quickly will it 
give them access to its market, 
especially for form produce? 

What will the new Europe 
retain in the way of defence 
forces and alliances or “secu¬ 
rity structures”? Will Euro¬ 
pean political union extend to 
defence as well as foreign pol¬ 
icy? Win the new ties to the 
east be at the expense of a less 
generous and more restrictive 
policy towards the even poorer 
countries to the south? Can the 
EC avoid being overwhelmed 
by a flood of immigrants from 
east and south alike, without 
flagrantly contradicting its 
proclaimed attachment to 
human rights? 

Will the new Europe be part 
of a free world trading system, 
bound by common rules, or 
wUl it be one of three vast trad¬ 
ing blocs, each seeking vainly 
to enrich itself at the others’ 
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That bank 
i§bank. 

Preeminent 

l$bank is a unique Institution. It has dominated Turkish banking and 
industry since its foundation in 1924; it will continue to do so m the 
1990s. 

Forceful 

tfbank handles nearly one-fifth of the nation's total banking volume. 
Close to IS* of all bank deposits io Turkey are entrusted to f$bank. 
giving us the largest market share of any private-sector commercial 
hanlc. With over 950 domestic branches, we are in practically twice as 
many places as other big private-sector banks. 

[^bank's industrial holdings form the largest conglomerate in the 
country; we are a shareholder in major manufacturing enterprises, 
banks add insurance companies. 

Innovative 

At if bank, taking the' initiative is a tradition. i$bank pioneered 
Turkey's industrialization. We were the first big commercial bank in 
Turkey to almost completely computerize our operations. The first to 
install Automated.TdlW Machines. 

International 

t$bank*s size and influence in Turkey is matched by its presence in 
Europe. Four branches and seven representative offices in Germany, 
a full-service branch in London and a representative office in The Hague 
Worldwide, over 1100 correspondent banks. Foreign currency 
transactions equal to a substantial percentage of Turkey’s total foreign 
currency inflows add outflows. 

i$bank is Turkey’s preeminent bank. 

It's worth your while to work with us. 
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LOCAL EXPERTISE. INTERNATIONAL NETWORK. 


Over the last few years there has in London. cross border transactions than 

been one group of European This *muiti-domestie" approach any of our competitors over the 

corporate finance experts who gives our clients access to over last year. 

have been working on their own 100 professional advisers Ifyou are interested in expanding 
innovative ideas for cross border established locally in the major your business base in flHHB 
business expansion. European centres in both EG and Europe, call John Gutts 

The result is a network which EFTA Member States. at Samuel Montagu on 

brings together the best in local As a result of this close working (0) 71-260-9000 and Bgplll 
European expertise coordinated relationship wc probably assisted start the Network ehhhpeak 
through Samuel Montagu our clients with more European working for you. pinTnce 
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Prospects for East-West relations 


Tests that lie ahead 


JTHE Iron Curtain has opened 
to .reveal a single European 
homeland - stretching from the 
Atlantic to the Urals. The War¬ 
saw Pact has collapsed, at least 
as a military force. The com¬ 
munist system itself has all but 
ceased to exist as a challenge 
to the capitalist world's ideo¬ 
logical security and sense of 
psychological well-being. The 
hightmare of East-West con¬ 
frontation seems over. But just 
&s the greatest tests are yet to 
come for the emerging democ¬ 
racies of Eastern Europe, the 
testing time for East-West rela¬ 
tions still lies, ahead. 

V During the quiet revolutions 
of 1989 and die generally demo¬ 
cratic elections of 1990, the 
West simply looked on in admi¬ 
ration. Indeed, it was obliged 
to.keep a distance. Western 
Europeans could wish their 
Eastern neighbours well. They 
eould perhaps pray for a happy 
outcome. But in all sincerity, 
tye West could not interfere, 
help or even offer guidance as 
Eastern Europe took its first 
daring steps to freedom. This 
was a road that each country 
had to find on its own. 
"However, now that the East- 
efn countries have set off on 
the democratic, free-market 
road, the relations between the 
two halves of Europe will have 
to change, and to change much 
more rapidly than many West¬ 
ern politicians and people yet 
realise. For it will be literally 
impossible for the Eastern 
European countries to mature 
into stable and prosperous 
market economies without 
interacting profoundly with 
the economies of Western 
Europe - and this interaction 
nfey prove politically difficult 
and socially disruptive for East 
and West alike. 

/Obviously there is a desper¬ 
ate need for investment, finan¬ 
cial support and technical 
assistance. But there are other 


reasons why the West will not 
be able to maintain the stance 
of benign detachment which it 
adopted during the first phase 
of the Eastern European revo¬ 
lution. Even more important 
than direct financial support 
will be ffie degree of market 
access, of labour mobility and 
of economic integration which 
Western Europe will be pre¬ 
pared to allow. 


intensive industries, then die 
Eastern European countries 
can expect a long and arduous 
road with no assurance about 
the ultimate destination. Like 
most of Latin America and 
much of Asia, Eastern Europe 
may remain stuck for genera¬ 
tions with over-diversified, 
autarkic economic structures, 
whether or not they receive 
Western financial support 


Unless they can be tied very 
closely into the Common Mar¬ 
ket's division of labour, the 
market experiments of Eastern 
Europe may be doomed to fail¬ 
ure, or at least to long frustra¬ 
tion. Yet if the Eastern nations 
are admitted as full partici¬ 
pants in some kind of “Euro¬ 
pean economic space,” some 
citizens of the West may have 
to accept more social and polit¬ 
ical sacrifices than they yet 
realise. 


The comparative advantages 
of the revitalised Eastern Euro¬ 
pean economies will lie in 
many of the West's most sensi¬ 
tive and politically protected 
industrial sectors. Textiles, 
footwear, steel, coal and agri¬ 
culture will be the East's natu¬ 
ral export products. In the not- 
too-distant future, car and elec¬ 
tronics assembly could be 
added to this list if all goes 
welL Will the new spirit of fra¬ 
ternity inspire Western Europe 
to throw open its markets in 
all these products to its impov¬ 
erished Eastern neighbours? 


Unfortunately, the early 
negotiations in Brussels on tar¬ 
iff reductions and possible 
associate membership by Hun¬ 
gary, Yugoslavia and Poland, 
suggest that Western Europe 
will take the protectionist line. 
Already, even before the eco¬ 
nomic reform movement has 
started to take hold in the for¬ 
mer communist countries, 
Western manufacturers’ associ¬ 
ations are preparing dossiers 
on “dumping" by Eastern 
Europe. As for the farmers, 
they have been relatively qui¬ 
escent because Brussels has 
m ade it clear from the outset 
that the Common Agricultural 
Policy will remain closed to 
non-members of the Commu¬ 
nity and agricultural protec¬ 
tion will remain sacrosanct 


If it does, then the develop¬ 
ment of Eastern Europe will be 
all but assured, with or with¬ 
out direct financial support 
from the governments of West¬ 
ern Europe. But so would the 
vehement opposition of some 
of the West’s most powerful 
producer interests. If, on the 
other hand, Western Europe 
denies its neighbours free mar¬ 
ket access in sensitive labour- 


With little chance of winning 
these conventional trade bat¬ 
tles, the Eastern European 
countries can hope for even 
less openness when it comes to 
their most abundant and vain- 
able resource - highly-skilled 
low paid workers. If anything, 
the West is likely to become 
more assertive than ever in its 
determination to stop the East 
from “dumping” its surplus 
labour - and the demand for 
Eastern “guest workers”, 
whose remittances have helped 
to sustain the economies of 
Yugoslavia and Poland in par¬ 
ticular, is almost certain to 
decline sharply following the 
unification of Germany. 


As a result, the ideal of free 
migration across the whole 
European continent looks like 
remaining an unreal!sable 
dream for the foreseeable 
fixture. This absence of free 
labour movement will natu¬ 
rally make Eastern Europe's 
exclusion from the Community 
even more galling, as well 
making its economic adjust¬ 
ment banter to bear. 

These very un-neighbourly 
attitudes on trade and immi¬ 
gration suggest an alternative 
perspective on Western 
Europe's generosity in its 
financial support France and 
Germany have shown impres¬ 
sive leadership in setting up 
the European Bank for Recon¬ 
struction and Development as 
well as steering bilateral aid 
measures through the EC and 
other international bureaucra¬ 
cies, usually in the face of Brit¬ 
ish and US opposition. More 
recently, France has gone far¬ 
ther. arguing, with Germany’s 
backing, for a major financial 
support programme for the 
Soviet Union. 

But it would he unwise for 
either East or West to be dis¬ 
tracted by these proposals for 
financial collaboration from 
the equally important ques¬ 
tions of industrial Integration 
and free trade. The . point is 
not, as the CJS and. British 
sometimes seem to suggest 
that financial assistance is 
irrelevant or even counter-pro¬ 
ductive. Project tending, bal¬ 
ance of payments support, debt 
forgiveness, and Western back¬ 
ing for monetary reforms will 
certainly determine the scale 
of suffering as Eastern Europe 
begins to struggle out of its 
economic predicament in the 
next few years. 

But in the longer run, the 
critical issue will be whether 
the West accepts up to 300m 
Eastern Europeans and Rus¬ 
sians as fully-fledged members 
of the “common European 
home". This is the unanswered 
question which could ulti¬ 
mately determine not only 
Eastern Europe's hopes of 
prosperity, but also the secu¬ 
rity of the entire world. 


Anatole Kaletsky on the economic outlook for the Continent 


Confidence seems justified r 
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THE EUROPEAN economy is 
“now functioning distinctly 
better than during most of the 
previous two decades.” This 
was the official judgement of 
the European Commission’s 
annual economic repeat, pub¬ 
lished about six months ago. 
All the events since then have 
seemed to justify and reinforce 
this confident boast 

In 1968 and 1989 the Euro¬ 
pean economy has comfortably 
achieved the 314 per cent GNP 
growth which has been judged 
by the Commission and most 
member governments to be its 
optimum sustainable growth 
rate. Europe has also enjoiyed 
record job creation for two 
years running and inflation hi 
most countries has remained 
tolerably under control. And if 
the econometric models are' 
right, the same favourable 
trends are going to continue 
this year and next, with only a 
marginal deceleration in the 
growth rate. 

Looking further ahead, there 
do not seem too many clouds 
on the horizon, at least If the 
Europe is considered as an 
integrated unit. Even the 
much-discussed unification of 
Germany and liberation of 
Eastern Europe, with the con¬ 
sequent diversion of funds 
from capital-importing coun¬ 
tries such as Spain, Portugal 
and Britain, may end up hav¬ 
ing only a modest impact in 
the context of the vast conti¬ 
nental economy as a whole. 

Germany monetary union, 
for example, may Increase 
demand for West German 
exports by roughly 1% per cent 
of GDP, according to the Com¬ 
mission's forecasts, but it will 
add only about VS per cent to 
the growth rate of the EC as a 
whole. Similarly, some of the 
serious economic problems still 
suffered by Individual coun¬ 
tries fade into relative insignif¬ 
icance in the broader European 
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context, just like the many 
imbalances and inequalities 
which have always existed 
between different regions in 
the US. 

Britain and Greece stiff have 
their huge current account def¬ 
icits and deep-seated inflations; 
Spain and Ireland have their 
towering unemployment rates 
of 16 per cent plus; Italy and 
Greece have their government 
deficits, which exceed 10 and 
IS per cent of GNP respec¬ 
tively. But viewing the Euro¬ 
pean economy as a single unit, 
many of these imbalances 
seem less worrying, or simply 
cancel out 

inflation and unemployment, 
for example, remain less than 
satisfactory, even at the 
Europe-wide levels of 4.7 per 
cent and 8.5 per cent 
respectively. But neither of 
these figures are as ala rming 
as the extremes seen in Spain. 
Italy and Greece. The same is 
true of government budget 
deficits, which seem to be 
stabilising at around 3 per cent 
of Europe’s combined gross 
domestic product. 

Meanwhile, the current 
account for Europe as a whole 
is likely to remain almost 
exactly in balance, despite the 
very large surpluses in Ger¬ 
many and the equally wide def¬ 
icits in Britain, Spain and 
Greece. 

Thus, on the conventional 
assumption of unchanged 
exchange rates, the EC Com¬ 
mission forecasts very little 


improvement in the UK’s cur¬ 
rent account deficit of 3 per 
cent of GDP and expects a 
widening of Spain's from 3.6 
per cent this year to 3.9 per 
cent in 1991. 

At the same time, the Ger¬ 
man surplus is set to widen 
further from 43 per cent to a 
gargantuan 5.1 per cent of 
GDP. Yet Europe's current 
account position with the rest 
of the world is forecast to 
remain comfortably balanced, 
with a surplus of 0J2 per cent of 
GDP this year and 03 per cent 
in 1991. 

Observations like these are 
not mere statistical curiosities. 
They point to an important 
change in the perception of 
economic reality which is 
beg inning to influence that 
reality itself. 

Because of the way that 
large internal imbalances can 
be accommodated, financed 
and gradually adjusted within 
a continental economy, the 
growing acceptance that 
Europe is on its way to becom¬ 
ing a single economic unit has 
greatly contributed to the 
self-confidence of policymakers 
and businessmen throughout 
the EC. 

This confidence, in turn, has 
helped to improve Europe's 
economic performance. It has 
certainly helped governments 
avoid disruptive changes of 
policy and adjustment crises. 
And it has probably contrib¬ 
uted to the surge in private 
investment which has been the 


fastest growing component of 
European demand for. four 
years running and is set to 
maintain this position in 1991. 

The present economic perfor¬ 
mance seems therefore to jus¬ 
tify the claims made for yean 
by advocates of European Inte¬ 
gration, including monetary 
and ultimately political union. 
The finanntei stability created 

by the European Monetary Sys¬ 
tem has allowed the financial 
markets and business deci¬ 
sion-makers to treat Europe as 
a single economy, much as 
they do the US. This has 
improved business confidence 
and transformed the prospect 
of full monetary union from a 
rhetorical fantasy into an ines¬ 
capable financial reality. 

The growing plausibility of 
monetary union, in turn, has 
made it possible for govern¬ 
ments to maintain fixed 
exchange rates despite the 
wide current account imbal¬ 
ances and disparities in infla¬ 
tion that might have triggered 
adjustment crises in the past 

Of course, these very suc¬ 
cesses have had some harmful 
and ironic implications. The 
markets’ increasing faith in 
the stability of the EMS has 
actually diminished the sys¬ 
tem's effectiveness as an anti- 
inflationary discipline As Mrs 
Thatcher has found, govern¬ 
ments can now strengthen 
their exchange, rates simply by 
committing themselves to EMS 
membership, without taking 
the painful measures that used 
to be required to cut current- 
account deficits or inflation. 

As a result, the economic 
convergence encouraged by the 
EMS and monetary union may 
not be of the kind intended. 
Instead of all countries con¬ 
verging towards the perfor¬ 
mance of the least inflationary 
EMS members, it seems 
increasingly likely that the 
inflat ion rate in Germany will 
converge upwards towards the 
low end of the ranges which 
have traditionally been accept¬ 
able in Italy, Spain, the UK and 
France. 

This may frustrate and infu¬ 
riate the inflation fighters In 
the Bundesbank. But for the 
Bonn Government, acceptance 
of an inflation rate set by the 
other EMS members seems an 
acceptable price to pay for 
unity not only with East Ger¬ 
many, but ultimately with the 
whole of Europe. 
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NO-ONE can complain about 
any lack of warning. The pre¬ 
amble to the 1949 constitution 
of the Federal Republic pro¬ 
claims the objective of German 
reunification as the country’s 
highest goal. The three West¬ 
ern allies in the Deutschland- 
vertrag of 1955 declared, with 
equal solemnity, their aim of 
restoring a united Germany 
“with a liberal-democratic con¬ 
stitution, integrated into the 
European community.” 

At the level of ordinary peo¬ 
ple rather than statesmen, no 
fewer than 3.65m refugees from 
Communism have oed from 
East Germany in the 40 years 
since 1949 in pursuit of West¬ 
ern-style freedom and living 
standards. There was no short¬ 
age of evidence that the “Ger¬ 
man Question" was not, after 
all, solved in the aftermath of 
the Second World War. But the 
rapid build-up since last 
autumn to the remerger of the 
torn German nation took 
almost everyone by surprise - 
including, above all, the Ger¬ 
mans themselves. 

In the helter-skelter of 
events since the breaching of 
the Wall in November last 
year, this surprise has mani¬ 
fested itself in a number of 
ways, both in Germany and 
abroad. At the fulcrum of the 
European power balance, Ger¬ 
many has been both subject 
and object of the political 
changes rippling out across 
Europe. 

The Germans’ very lack of 
preparedness for unity may, 
paradoxically enough, make it 
more palatable for their neigh¬ 
bours. Whatever the success of 
40 years of stability, prosperity 
and democracy. West Germany 
is mindful of the country's own 
terrifying past mixture of 
strength and fragility. It has 
also not been allowed to forget 
the anxieties of its neighbours 
over the possible consequences 
for the rest of the Continent of 
renewed German restlessness. 

Thus the unexpected twist in 
Germany's national destiny 
has not sent the Germans off 
on a path on their own. Rather, 
concern both at home and 
abroad about the implications 
of an “untethered giant" in the 
middle of Europe has if any¬ 
thing added to the process of 
Integration already under way 
across the Continent 

This trend has been illus¬ 
trated both by the "2 plus 4” 
talks between the two German 
states and the four victors of 
the Second World War, and by 
the accelerated timetable of 
moves towards political and 
monetary onion in the EC. 
Some of the fllms of these sets 
of negotiations may yet faU. 

The objective of reuniting 


Germany as a member of Nato, 
keeping the Alliance suffi¬ 
ciently intact to please the 
Americans, British and French, 
but loosening it enough to 
reassure the Soviet Union, may 
prove to be an impossible jug¬ 
gling act. 

Similarly, Chancellor Hel¬ 
mut Kohl has promised Presi¬ 
dent Francois Mitterrand to 
aim for EC political and mone¬ 
tary union by 1993. The pledge, 
part of Bonn’s efforts to con¬ 
vince France that a united Ger¬ 
many will be “bound in” to the 
rest of Europe, may prove to be 
untenable. But in both cases, it 
is significant that German 
unity is going ahead in a 
framework of mutual consulta¬ 
tion with neighbours and part- 


Germany must K bring 
the hay Into the bam 
before the storm” 


ners. 

The much-feared German 
Sonderweg (special path) so 
often talked about in the last 
100 years has this time failed 
singularly to make an appear¬ 
ance. Opinion polls indicate 
that the West Germans, who 
towards the end of the 1980s 
cooled markedly in their previ¬ 
ous enthusiasm for EC integra¬ 
tion, became somewhat keener 
about European union in 1989. 
This has something to do with 
the booming export-led econ¬ 
omy, where growth of 4 per 
cent in 1989 and (probably) this 
year has been much due to 
buoyant Investment demand 
abroad geared to the 1992 pro¬ 
gramme. 

The swing in public opinion 
also seems to reflect the Ger¬ 
mans' own worries about 
breaking into uncharted 
waters without the compara¬ 
tive safety of the EC convoy. 

If West Germany had 
remained in the growth dol¬ 
drums of the mieTi980s, the 
country's magnetic attraction 
for the East would have been 
less forceful. Economic pres¬ 
sures have plainly held the key 
to the bringing together of the 
two parts of the nation. Chan¬ 
cellor Kohl for years preached 
the aim of recreating “the 
Fatherland" in speech after 
earnest speech. Having admit¬ 
ted as recently as October 1988 
that he did not think he would 
live to see unity, Mr Kohl not 
surprisingly did not give much 
thought to making the idea an 
operational aim 

Even after holes appeared in 
the Wall in November, Mr 
Kohl, in line with the broad 
political majority, thought that 
unity would not actually tgk* 1 


place until the mid-1990s. The 
robust West German economy, 
the yearning of the East Ger¬ 
mans for Western life-styles, 
and the vacuum left after the 
ending of the regime of Mr 
Erich Honecker. the paternalis¬ 
tic despot in charge since 1972, 
however conspired to speed up 
the pace of change. 

The plan for all-German elec¬ 
tions in December I960 also 
reflects fears in both East and. 
West Germany about possible 
disruption in the Soviet Union 
if President Mikhail Gorbachev 
topples. In Mr Kohl's folksy, 
but ominous, phrase, Germany 
has to “bring the hay into the 
bam before the storm.” 

The Angst in Germany over 
unification underlines one cru¬ 
cial point there has been no 
outpouring of natinnai eupho¬ 
ria at the opportunity to 
reforge the nation. Rather, 
West Germans who had gro w n 
comfortable (and certainly, in 
relation to the rest of the 
world, rich with division) have 
reacted grudgingly to the sacri¬ 
fices which are almost cer¬ 
tainly coming their way. In 
East Germany, black-red-and 
gold German flags were much 
in evidence last year, but have 
slipped back lately under the 
weight of concern about jobs 
and livelihoods after monetary 
union on July l. 

During the 1990s, Germany 
will be the most important 
political, economic and cul¬ 
tural power in the middle of 
Europe. But Its position rela¬ 
tive to the rest of a continent 
in transition may be 'fer less 
dominant than some of its 
neighbours believe (or fear). 
The German trade surplus, for 
instance, will fall as resources 
are directed to the East - good 
news for the world economy. 

Other European countries, 
above all the co-signatories of 
the Deutschlandoertrag, Britain 
or France, make no secret of 
their dislike of their distaste 
for extra competition from a 
Germany due to grow by 25 per 
cent in population on Unity 
Day. 

Germany is, however, much 
more of .a problem for those 
around it when it Is 
economically weak hmp when 
it is economically strong; and 
Germany is much more likely 
to be - economically strong 
when it is fliHy linked to the 
rest of Europe. These lessons 
of history su ggest that Ger¬ 
many’s neighbours will now 
keep up their push, for more 
European integration- Provided 
the world economy keeps on 
an even course daring the 
joppa dig pi ftHWfih i y ii- could be 

overpowering. 
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Martin Woll on the Evolution of the European Monetary System 




- one currency 


this exchange rate mechanism 
of the European Monetary ^ Sys¬ 
tem has been an outstanding 
success- Ite firat success is, 
quite rimpiy, [that it has sur¬ 
vived, very,-, much against the 
initial expectations of many 
observers. Its second success, 
. evident \from the chart .below, 

is-that it has-provided a sub¬ 
stantial -degree of exchange 
rate stability, a stability cer¬ 
tainly not shown by sterling. 

-Its third success. is the 
steady convergence of infiyrtion 
among the member countries 
and the de clining frequency of 
realignments. There has now 
been no general- r ealignme nt 
since the -begmnihp of 1987: 
The finairperhaps greatest, 
success has been the birth of 
ambitious schemes to turn the 
. EMS into economic and mone¬ 
tary'union. 

The EMS - has .evolved since 
its'inception in 1979. initially 
it was just a way of managii 

exchange rates, all of whii_ 

tended to. depreciate against 
the mighty’ D-Mark. Thus 
between 1979 and 1988 there 
were eight realignments. 

1983 inaugurated a second 
stage; one of a strongly disin¬ 
flationary ERM, with few 
realignments. It was then that 
France decided against expan¬ 
sionary socialism in one coun¬ 
try and for the European Com¬ 
munity, economic liberalis¬ 
ation and “competitive dLdnfla- 
tkm.” This shift made possible 
the subsequent success of the 
EMS, not to mention the single 
market programme and the 
Single European Act 

Since March 1983 the central 
rate of the. French franc has 


been changed only twice. This 
experience is paralleled by that 
afthe Belgian franc and the 
Danish Kroner. The guilder has 
remained unchanged, while the 
values-of the Italian lira and 
the Irish punt have been 
changed more often than those 
of--the others. The Spanish 
peseta joined,' on a wide band. 


Annual Inflation (%) 

1S80 1988 

Italy 21.2 5 

Ireland 18.2 2.1 

France . • • 13-8 2.7 

Denmark 1SL3 4.6 

Belgium. ", '6.8 1 2 

Netherlands . - 6^5 0.7 

West Germany 5.5 1.2 


in June 1989. Altogether, since 
1983 there have been five 
realignments, of which only 
two - on April 71986 and then 
on January 12 1987 - involved 
more than one'currency. 

The ever-increasing stability 
of the ERM reflects the conver¬ 
gence of inflation among its 
members, as shown in the 
table. But, while inflation con¬ 
verged, current account posi¬ 
tions did not In 1988 West Ger¬ 
many had a trade surplus of 
$4&3bn with the rest of the 
European Community. The 
persistence and scale of the 
West German trade surplus 
raised potentially self-fulfilling 
doubts about the likely stabil¬ 
ity of ERM exchange rates in 
the longer term. 

These “imbalances" were 
just one reason for wishing to 
strengthen the ERM by moving 
speedily towards Emu. Also 


important was the programme 
to complete the single market. 
The benefits of the single mar¬ 
ket, it was argued, must be 
liwiitari by the continued exis¬ 
tence of 12 separate currencies. 

One aspect of the pro¬ 
gramme, the elimination of 
exchange controls, was of deci¬ 
sive importance. The elimina¬ 
tion of exchange controls, 
which has now become effec¬ 
tive in France and Italy, repre¬ 
sents a third stage in the his¬ 
tory of the EMS. In the absence 
of exchange controls, realign¬ 
ments — other than small ones 
within the ERM bands - must 
be increasingly inconceivable 
and monetary policy ever more 
co-ordinated. 

There are also political argu¬ 
ments for Emu. It is welcomed 
by many for precisely the rea¬ 
sons tbat Mrs Margaret 
Thatcher rejects it Emu would 
transform the EC politically by 
shifting power from member 
states to the EC level in a cen¬ 
tral area of economic policy. 
Such a strengthening of the EC 
is thought by many, above all 
in France and West Germany, 
to have been made still more 
important by developments in 
Eastern Europe and the immi¬ 
nent unification of Germany. 

Recent moves towards Emu 
were given their impetus by 
the commissioning of what 
became the Delors Report at a 
meeting of the European Coun¬ 
cil in Hanover during June 
1988. Its publication triggered 
the decision, taken at the Mad¬ 
rid su mmi t in June 1989. to 
move to economic and mone¬ 
tary union, though the Delors 
schema itself was not then 


agreed. The UK Government, 
in particular, has been trying 
ever since, so far without suc¬ 
cess, to find alternative, evolu¬ 
tionary paths towards what the 
re mainin g members of the EC 
could still accept as Emu. 

The Delors Report proposed 
three stages to Emu: the first 
would entail the completion of 
the internal market, including 
the abolition of exchange con¬ 
trols, and universal member¬ 
ship of the ERM. Stage 1, it 
was agreed in Madrid, would 
begin on July 1 1890. The sec¬ 
ond stage, which could follow 
only when a new treaty had 
come into force, would involve 
setting up new institutions, 
principally a European System 
of Central Banks, now known 
as EuroFed. The final stage 
would involve the irrevocable 
locking of exchange rates, the 
transition to a single currency 
and a single monetary policy. 

By increasingly general 
agreement certain proposals, 
notably those for binding lim¬ 
its on budget deficits, look 
unlikely to be accepted. But 
when the inter-governmental 
conference on the new treaty 
convenes in December of this 
year, the likelihood is that a 
EuroFed will, indeed, emerge 
as a European version of the 
Bundesbank. 

How quickly the new mone¬ 
tary regime comes into effect 
and, equally, how much of the 
present EC it will embrace is 
as yet unclear. But the EC is 
well on the way towards a sin¬ 
gle currency. On past form, 
even the UK will be dragged, 
kicking and screaming, into 
the new arrangements. 


D-Mark versus European exchange rates 
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David Buchan on the Community and the world outside 

Tokyo ‘bridge’ to Brussels 
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FOR A CONSTRUCTIVE 
APPROACH TO INTEGRATING 
EUROPEAN BUSINESS. 


EUROPE, Henry Kissinger 
used to jibe, has no telephone 
number. So the former US Sec¬ 
retary of State abandoned his 
best intentions of trying to 
work closely with a bunch of 
states with which there was no 
single point of contact 

But Europe - to be more 
precise, institutional Western 
Europe - is acquiring a centre 
in Brussels, home of the EC. 

The chain of reasoning runs 
something like this: As the 
Cold War evaporates, the basi s 
of power in the world returns 
clearly to economics, on which 
the Community has built itself 
up. The single market pro¬ 
gramme, threatening to create 
the world’s largest pool of free- 
flowing goods, services and 
ra> prt«i , is acting as a magnet 
to outsiders, from immediate 
neighbours among the Efta 
and Eastern Europe countries 
to bigger and more distant 
partners such as the US and 
Japan. And creating real free 
trade, paradoxically, requires 
and reinforces the Communi¬ 
ty's supranational machinery. 

To these almost organic 
internal factors for the grow¬ 
ing profile of the EC must be 
added the outside catalyst of 
Eastern Europe. Orchestrating 
a Western aid effort for the col¬ 
lapsed economies of Eastern 
Europe 1 could be considered 
just the sort of challenge that 
the EC was created 30 odd 
years ago to meet Certainly, 
Washington seemed to think 
so, when tt took the lead at the 
1969 Western economic summit 
in making the Commission 
overall aid coordinator for the 
East Japan and some 10 other 
non-EC industrialised coun¬ 
tries have joined Community 
members in what Is now called 
the Group of 24, and have 


agreed to funnel their largesse 
to the East through Brussels. 

Particularly marked has 
been the tendency of the Bush 
Administration to give more 
open support to European inte¬ 
gration in general and to the 
EC in particular than any US 
government since the early 
1960s. This tendency is stron¬ 
gest in the State Department, 
which seems to want to hedge 
its bets,, so as not to rely 
wholly on Nato, given French 
and maybe soon German 


It. seems to want to 
hedge its bets, not to 
rely Wholly on Nato 


ambivalence about the Alli¬ 


ance. But the pro-EC sentiment 
is spreading. Mr William Taft, 
the current US ambassador to 
Nato and, significantly, a far¬ 
mer.deputy defence secretary, 
recently endorsed the idea of 
the EC getting into security. 

For the moment the only 
concrete result of this appears 
to be the opening of the way 
for the European Commission 
to get full diplomatic recogni¬ 
tion In the Conference on Secu¬ 
rity and Co-operation in 


Europe (CSCE). Commissii 
ambitions to extend EC com] 
tence to defence policy 
defence p rocurement seem qi 
escent for the time being. 

Equally modest seems to 
the immediate result of tl 


December 1989 call by Mr 
James Baker, the US Secretary 
of State, for new institutional 
links between the US and the 
EC. Twice a year, Mr Baker 
will meet his 12 EC counter¬ 
parts, and twice a year the US 
president will meet, separately. 


the presidents of the European 
Commission and the Council. 

The main advantage of such 
meetings became clear at the 
first US-EC foreign ministers' 
meeting in early May - this 
transatlantic dialogue could, 
and range the world over, 
and not be restricted, as in 
Nato, to the area covered by 
the Atlantic Alliance or the 
Warsaw Pact Thus, Mr Baker 
proposed that the US and EC 
mount a repeat of their joint 
aid effort for Eastern Europe 
for the Caribbean and Central 
America, with the Americans 
in the coordinator's chair. 

Tokyo has greater reserva¬ 
tions than Washington about 
dealing more with the Commis¬ 
sion in Brussels, for one simple 
reason. The one traditional 
flashpoint in Japanese-Euro¬ 
pean relations is trade, and the 

Commission is the Twelve’s 
trade negotiator. Added to this 
is the fact that Mr Jacques 
Delors is French, and the 
French remain the most pro¬ 
tectionist of Europeans against 
Japanese imports. But EC-Jap- 
anese relations may have 
entered a new and more har¬ 
monious chapter in May when 
the two sides held their first 
ministerial discussions for 
more than three years. Succes¬ 
sive political changes In 
Japan’s ruling Liberal Demo¬ 
crat Party were the reason for 
the delay in malting contact 

When the meeting took 
nlace, it was a pleasant sur¬ 
prise to both sides. Brussels 
got the Japanese to set up a 
working group on bilateral 
trade issues. With the Gatt 
negotiations coming to a head, 
Tokyo was adopting a holi¬ 
er-than-thou attitude about 
only settling trade issues in 
that multilateral forum, but 


having gone through the bilat¬ 
eral “structural impediments 
initiative" with the US it could 
not deny Brussels a one-to-one 
dialogue on trade. 

For its part, Japan got the 
EC to lift its sights above its 
commercial obsessions and 
give “further political impetus” 
to EC-Japanese relations. Mr 
Taro Nakayama, the Foreign 
Minister, talked of “building a 
political partnership on a 
global basis” with the EC. To 
show these were not empty 
words, Mr Nakayama pointed 
to his country’s aid to Eastern 
Europe in the context of the 
G-24 programme. Brussels has 
been pleased with Japan's 
involvement in this, not least 
because, as G-24 co-ordinator, 
it can keep an. eye on what 
Japan is getting up to commer¬ 
cially in Eastern Europe. 

There re mains considerable 
mistrust in EC-Japanese rela¬ 
tions. But as these are trade- 
based, the tensions are easin g 
as the growth in Japan's trade 
surplus with the EC has 
slowed since 1988. A severe test 
of whether there is a new 
maturity in Europe's attitude 
to Japan will, however, come 
on the issue of future treat¬ 
ment of Japanese car sales in a 
Europe that must adapt to 
doing without natio nal import 
barriers on this most politi¬ 
cally sensitive of products. 

After long Internal wran¬ 
gling, EC states seemed by late 
June to have reached a com¬ 
mon position to put to Tokyo. 
This is that, from 1993 on, 
there should be a five-year 
transition period before all 
restraints on Japanese car 
imports come off! By 1997, it is 
hoped, there will be more to 
Europe's relations with Japan 
than just trade. 


AT .MORGAN GRES FELL, we arc veterans of 275 cross-border 

transactions carried out over the last ten vears. We have been 

* 

assisting our clients in shaping and extending their European 
presence through mergers, acquisitions, disposals, restructuring 
and capital raising. WE HAVE PLAYED KEY roles in implementing 
the European strategy for such companies as United Biscuits, 
Scottish & Newcastle Breweries, Wereldhave, Poligrafici Editoriale 

and Philipp Holzmann; and we are advisers to Eurotunnel. 
THE UNION OF Morgan Grenfell with Deutsche Bank has created 

the most powerful force in European M & A With over 100 pro¬ 
fessionals placed throughout Europe, let us help you take advantage 
of this strong and emerging market- Contact NICHOLAS BULL 
or JOHN McLAREN of M & A in London on (44 71) 588 4S45. 
WE THINK it could be the most constructive approach to Europe. 

MORGAN GRENFELL 

Morgan Grenfell & Co. Limited, Member of The Securities Association 
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David Buchan looks at institutional political and economic links 

■ 

Accelerator pedal pressed 

on the path to union 


HIGH TECHNOLOGY 


m 


SUPRANATIONALITY Is a 
long and, to many, a dirty 
word. But it may prove to be 
the right label for political 
behaviour in the last decade of 
the 20th century. The states of 
Europe are finding it 
increasingly in their self- 
interest to forge closer political 
and economic ltnks with each 
other, with the disappearance 
of the military divisions that 
have for so long tri-sected the. 
continent into Nato, the 
Warsaw Pact and Europe's 
neutrals. 

Frequently, this activity goes 
farther even than inter-govern¬ 
mental cooperation because it 
accentuates the tendency for 
states to interfere in each 
other's affairs, whether 
controlling state aids (in the 
interest of creating distortion- 
free free trade) or lecturing 
each other on human rights (as 
in the Conference on Security 
and Cooperation in Europe). 

The tread toward integration 
is most obvious in the Euro¬ 
pean Co mmuni ty, but it does 
not stop there. AQ manner of 
states or groups of state are 
reaching out to each other - 
members of the European Free 
Trade Association (Efta) are 
now negotiating far-reaching 
links with the EC, East 
European countries are forging 
economic agreements with 
both the EC and Efta and 
readying themselves to take 
the pledges of democracy 
required for Council of Europe 
membership, and arching over 
all these organisations is the 
new stress laid on the CSCE by 
the 35 states who participate in 
it 

There are reasons for the 
current surge towards closer 
EC integration which have 
nothing to do with the dissolu¬ 
tion of communist power in the 
East They are the desire to 
build on the astonishing suc¬ 
cess of the Community’s barri¬ 
er-flattening single market by 
giving it a single money, and 
the growing feeling that the 
shift of derision-making to EC 
institutions requires greater 
democratic control by the 
European Parliament as well 
as by national legislatures. 

In addition, there is an 
awareness that the Increased 
supranationality (more major¬ 


ity voting and mutual recogni¬ 
tion of each others' laws) intro¬ 
duced by the Single European 
Act of 1986, while far from 
politically painless, can bring 
very real benefits. 

But most surprising has 
been tbe effect of events in 
Eastern Europe on the EC. If 
you had asked people a year 
ago how the break-up of the 
Soviet hold on Eastern Europe 
would affect the EC, nine out 
of 10 would have predicted a 
go-slow in EC integration, so 
as not to make it any harder 
for would-be members from the 
East to join the club one day. 


inefficiency and an interna¬ 
tional profile that does not 
measure up to the EC’s new 
economic strength. 

Much harder to predict is the 
outcome .of negotiations on 
economic and monetary union 
(Emu). The reason is that the 
stakes are higher. "Union 1 ” 
here, as conceived by most 
states and the Commission, 
means shifting vital money 
and budget decisions to the EC 
LeveL On the other hand, there 
is powerful head of steam now 
built up behind the idea 
that a single market deserves a 
single money, and at a pace 


If a Community of 20 member states could 
not take almost all decisions by majority 
vote, complete paralysis would set in 


Instead, most EC leaders 
(bar Mis Margaret Thatcher) 
have pressed the accelerator 
pedal - for two reasons. First, 
to bind united Germany more 
tightly into the Community. 
Second, to forge a united 
response to Eastern Europe, 
where instability has 
enormous military, trade and 
immigration consequences for 
theEC. 

At their Roman summit in 
December EC states will start 
two sets of treaty-revising 
negotiations. One, in the words 
of the document discussed at 
last week’s Dublin summit, is 
aimed at transforming "the 
Community from an entity 
mainly based on economic into - 
gration and political co-opera¬ 
tion into a union of a political 
nature. Including a common 
foreign and security policy.” 

A real political union is not, 
however, in the offing. The 
Council of Ministers will proba¬ 
bly deal with more issues by 
majority vote; the Parliament 
will probably have its power of 
amendment commensurately 
extended; the Commission and 
the Court of Justice may get 
beefed-up powers to see that 
EC states put EC laws into real 
effect; and the foreign minis¬ 
tries of the Twelve may be 
Instructed to work even more 
closely together. 

Such changes would respond 
to the perceived problems of 
lack oi democratic control. 


quicker than evolutionary 
British concepts of monetary 
union would allow. 

Will such “deepening” of the 
EC rule out its subsequent 
“widening*? Tbe new wisdom, 
even accepted by many in the 
UK government, is that the for¬ 
mer is essential to the latter. In 
other words, if a Community 
of, say, 20 member states could 
not take almost all decisions 
by majority vote, complete 
paralysis would set in. Of 
course, the acquis (the stock of 
EC commitments and legisla¬ 
tion that new members must 
take on) is growing test, and 
treaty revisions for Emu and 
political union will enlarge it 
even more. 

But two factors need bearing 
In mind. First, close Efta 
neighbours like Austria 
Norway are already part of EC 
monetary integration, and 
recently asked to join the EMS. 
Even though the Austrian 
schilling shadows the D-mark 
closer than any other currency, 
both requests were refused in 
spring 1990 on the ground that 
non-EC membership of, or 
observer status at, the kms 
could complicate the essen¬ 
tially political task of Emu. 

Second, and far more Impor¬ 
tant for the neutral and ex- 
communist states of Western 
and Eastern Europe, is that 
Western Europe now seems 
less likely, at least for the 


short term, to develop any kind 
of defence identity. It is not 
just that setting up new 
defence organisations appears 
inappropriate when all the talk 
Is of disarmament. More signif¬ 
icant is the fact that at tbe 
moment there is remarkable 
harmony between the US and 
Western Europe on East-West 
security issues. 

In contrast to the transatlan¬ 
tic tension during the Reagan 
years - that brought revival 
in the mid-1980s of the Western 
European Union (WEU) - 
President Bush is moving to 
make Nato more political and 
to create a new relationship 
with the EC, just as rapidly 
and flexibly as any European 
could want There thus seems 
no incentive for West Europe 
to sh ift security from Nato to 
WEU or the EC. 

After 18 months of prepara¬ 
tion, the EC and Efta at last 
fired the starting pistol on 
June 20 in their negotiations to 
create a free flow of goods, ser¬ 
vices and capital around a 
“European Economic Space” 
(EES) of 350m people. 

These negotiations will 
probably spell the institutional 
end of Efta. If they succeed, 
Efta will acquire supranational 
characteristics - so that it can 
speak with one voice to the EC, 
control state aids of its 
members, supervise implemen¬ 
tation of EES rules and enforce 
EES legal judgements. If the 
talks with the EC fail, Efta will 
collapse inward, with half its 
membership seeking to join the 
EC. 

Most East European states - 
President Hiescu's Romania 
may be an exception - are at 
the moment very ready to 
accept economic advice and 
political conditions as tbe price 
of Western help. This readiness 
may quickly decline, if they 
feel they are not getting 
enough aid from the Group of 
24 Western donors (OECD 
members, broadly speaking), if 
the EC foils to open its doors 
sufficiently to their goods and 
people. 

An even bigger question is 
whether the Soviet Union 
would be ready to accept some 
outside supervision as price of 
.the aid the West now seems 
willing to give it. 


■ . 

A world of competitors 


THE PAST decade has seen a 
strenuous effort by Western 
Europe to get back into the 
international high technology 
race. The next seems likely to 
determine whether it can stay 
the course - and whether it is 
hacking the right runners. 

Since the mid-1980s, the 
thrust of Europe's efforts in 
industries from computers to 
telecommunications has been 
governed by one overriding 
objective: ending self-defeating 
rivalry between European 
“national champion” compa¬ 
nies and getting them to pull 
together to achieve larger 
economies of scale. 

Hie main policy instruments 
have been subsidised industrial 
collaboration across borders - 
dosed with selective trade pro¬ 
tection. The European Commu¬ 
nity's Esprit programme has 
been followed by a spate of 
government-backed Eureka 
research schemes and, most 
recently, by costly projects to 
develop advanced microchips 
and high-definition television 
(HDTV) technology. 

Simultaneously, fiercer inter¬ 
national competition and soar¬ 
ing development costs have 
prompted extensive rationalis¬ 
ation of the previously frag¬ 
mented, nationally-based, 
structure of many European 
technology sectors. 

In public telecommunica¬ 
tions manufacturing, consumer 
electronics and semicon¬ 
ductors, a succession of merg¬ 
ers and takeovers has 
concentrated the bulk of Euro¬ 
pean-owned production in the 
hands of two or three large 
groups, most of which have 
operations spanning several 
countries. 

Similar trends are emerging 
In military contracting, where 
European suppliers are seeking 
to bolster their position ahead 
of defence spending cuts by 
absorbing smaller competitors 
and stitching together 
alliances and joint ventures. 

But how successful have 
these developments been in 
creating a more competitive 
European presence in high- 
technology? Enthusiasts of 
collaborative research and 
development argue that it not 
only saves costs but 
companies jointly to undertake 
large-scale projects which they 
could never afford on their 
own. 

The four-nation Airbus pro¬ 


gramme is usually held up as a 
shining example of the 
approach. From modest begin¬ 
nings 20 years ago. Airbus has 
emerged as a heavyweight con¬ 
tender on the world market for 
commercial airliners, second 
only to Boeing of the US. 

Yet Airbus also underlines 
the limits to cross-border col¬ 
laboration. It Is still a loosely- 
knit organisation with weak 
central mgnagpmgnt , in which 
effective control and responsi¬ 
bility for manufacturing is 
divided between four partner 
companies. 

This has given each partner 
a strong incentive to maximise 
its own Airbus work share, but 
little interest in the consor¬ 
tium’s performance as a busi¬ 
ness enterprise. Lack of 
accountability and absence of 
effective controls on the pro¬ 
gramme’s costs have meant 
that efficiency has regularly 
been sacrificed to the principle 
of the juste retour. 

In electronics, collaboration 
between Siemens of West Ger¬ 
many and Philips of the 
Netherlands in the Megapro¬ 
ject has helped the two compa¬ 
nies to develop advanced 
microchip technology. But 
even those involved in plans 
for an expanded successor proj¬ 
ect, the Joint European Submi¬ 
cron Silicon (Jessi) initiative, 
complain that much time has 
been wasted haggling over the 
distribution of work and 
money. 

These examples suggest that 
nationalistic rivalries remain 
dose to the surface. In prac¬ 
tice, governments and compa¬ 
nies appear to view collabora¬ 
tive programmes less as a 
stepping-stone to creating truly 
integrated European industries 
than as vehicles for promoting 
their own particular interests. 

Furthermore, while restruct¬ 
uring has produced bigger 
European companies, it is still 
for from dear that they are 
strong enough to survive in 
world markets on their own. 
The challenge Is particularly 
acute in electronics, politically 
the most sensitive of all the 
advanced technology sectors. 

In the next few years, 
Europe’s chipmakers will need 
to spend huge sums on plants 
to mass-produce “standard” 
components, such as memo¬ 
ries. Once again, collaboration 
is being mooted as the answer, 
notably between Siemens and 


the Italian-French SGS-Thom- 
son group, which have been 
discussing joint production of 
memory chips. 

However, this looks, at best, 
like a partial solution. Fero¬ 
cious international competition 
bas eroded profits on cnipmak- 
ing to the point where they are 
inadequate to fund the invest¬ 
ments the industry requires. 
Increasingly, these have to be 
financed from profits earned 
by manufacturing In volume 
products which use chips. 

Yet, unlike the US and 
Japan, Europe lacks large, con¬ 
centrated sources of demand 
for chips. Its computer indus¬ 
try is small and fragmented 
and, despite EC and national' 
efforts at liberalisation, its tele- 


NaUonalistic rivalries 
remain close to 
the surface 


communications markets are 
still segmented by monopolis¬ 
tic procurement policies and 
divergent standards and regu¬ 
lations. 

Recently, the electronics 
industry suffered a further 
blow when Philips - Europe's 
biggest consumer electronics 
manufacturer — was plunged 
into turmoil by the collapse of 
this year’s first quarter operat¬ 
ing profits. Philips has long 
portrayed itself as the foremost 
European bulwark against Jap¬ 
anese technological domina¬ 
tion and has been a leading 
recipient of EC subsidies and 
trade protection. 

The company's crisis is 
expected to compel it to make 
severe retrenchments, either 
by shedding loss-making activi¬ 
ties or by seeking partners to 
share the burden. As the 
choice of potential European 
allies is limited, Philips may 
have to swallow its pride and 
turn to Japanese or US compet¬ 
itors for help. 

A precedent has already 
been set by Siemens, which 
has concluded important tech¬ 
nology agreements with IBM 
and Toshiba in memory chips. 
On a still more ambitious 
scale, Daimler-Benz is discuss¬ 
ing wide-ranging collaboration 
with Mitsubishi of Japan in 
fields including vehicles and 
aerospace as well as electron¬ 
ics. 


These developments are in 
many ways-cansrstenl with the 
increasing internationalisation 
of industry. However, they cre¬ 
ate uncertainties about the 
future direction of EC technol¬ 
ogy policy, which has been 
heavily biased towards promo¬ 
ting European “champion” 
companies and. in many cases, 
affording them protection 
against world competition. 

A further challenge to Euro¬ 
pean policy is posed by the rap¬ 
idly shifting composition of the 
European industry, as US and 
south-east Asian companies 
accelerate investment in local 
production facilities. 

Most leading Japanese and 
South Korean manufacturers 
of products such as.televisions, 
video recorders and compact 
disc players have set up plants 
innirip the Community. In semi¬ 
conductors, companies includ¬ 
ing Texas Instruments, Fujitsu 
and Mitsubishi are committed 
to large expenditures on Euro¬ 
pean production facilities.- 

Ironically, many of these 
investments have been encour¬ 
aged by EC measures, notably 
anti-dumping actions and 
changes in rules of origin, 
designed to protect European 
producers from overseas com¬ 
petition. But in the longer ran, 
the more likely result will be 
to shift that competition closer 
to the Europeans’ own back¬ 
yard. 

Yet the growing foreign- 
owned presence will also mean 
that more of the products con¬ 
sumed in Europe will be made 
there. In some sectors, indeed, 
foreign investment is growing 
so rapidly that it may soon 
account for a higher proportion 
of total output than production 
by indigenous companies. 

In that sense, at least, 
Europe's attempts to 
strengthen its technological 
base and on-shore sources of 
supply can be said. to have 
proven highly successful. 

The question for the future 
is how much longer there will 
be a clear role for European 
policies which HtgrrimhiatP in 
favour of home-grown 
"champions” - particularly 
when the champions are 
increasingly looking to join 
forces with competitors outside 
Europe. 

Guy de Jonquteres 

International Business Editor 
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DRI/McGraw-Hill 


Announces three major reports on 

ISSUES DIRECTLY AFFECTING 
BUSINESS IN EUROPE 


The New Industrial Marketplace: 

Analysis of central Europe and the soviet union 
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Economic implications and business opportunities 
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Single Road Transport Market 

Implications for the trucking industry 
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BANCO 
6iNAPOLl 


T he General Meeting of Banco di 
Napoli, held on 27th April 1990 

under the rimraanship of Professor 
Luigi Coccioli, approved the Group's 
1989 accounts, which have been 
ceitffied by Price Waterhouse. 

Total assets came to lit. 85,128 
billion, an increase of 13.6% over the 
1988 figure; loans and advances 
amounted to LiL 54,863 billion, a rise 
of 9-1%. There was a substantial 
increase of 25-5% in lending by the 
special credit sections. On the 
liabilities side, deposits and 
borrowed funds increased by 11.1% 
to nearly LiL 70,000 billion- 
The gross profit, net of the 
additions specific allocation to the 
staff pension fund, amounted to LiL 
559 bdboc in 1989,20,2% more than 


The additional specific allocation 
to the staff pension fund over and 
above the cost of the normal 
banking system scheme amounted 
to 254 MEog last year, compared 
with Lzl 206 billion in 1988. 

If tbe above allocation is 
disregarded, the gross profit came 
to Lit. 813 billion in 1989 and Lit. 
671 billion in 1988. 

The net profit for the year 
worked out at Lit. 104 billion, an 
increase of 40.5% over 1988; this 


result enables the Bank to pay 
holders of savinjs shares a 
preference dmdeod of 14%, 

The reorganization of the 
domestic branch network continued 
last year. A plan to establish a 
network of mini-branches in areas in 
which the Bank is most strongly 
represented was prepared, and 
application has already been made 
to the Bank of Italy lo authorize the 
opening of the first of these. 

Banco di Napoli is further 
strengfoening fes presence abroad new 
brandies wifi open in Madrid and the 
Cayman Islands in 1990 to complement 
(he existuK foreign branches in New 
York, Loocfon, Frankfuit, Bueixas Aires,, 
Hong Kong and Paris. 

Banco di Napoli international, 
which is based in Luxembourg, 
has enhanced its already high 
international standing, partly by 
means of a capital increase carried 
out in the first tow days 1990. 

In addition to the improvements in 
the operational 2 nd strategic structure 
of the Banco di Napoli Group, a 
number of new shareholding were 
acquired in Italy and abroad last year 
in ordff to give the Bank an entry to 
new markets; these inducted Reyman, 
Novafin Financiere, Bancocitic 
Enterprise, Stoa and Sorimer. 


With the single European maiket now in sight, Banco di Napofi’s 
comprehensive network of branches forms a solid bridge 
between Italy and Europe, and especially between Southern 
Italy and the rest of the continent 
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THE GROUP’S NUMEROUS COMPANIES PROVIDE CUSTOMERS 
WITH TIB: WOEST RANGE OF RNANCUL AND OTHER SERVICE, 


HIGHLIGHTS OF THE 1989 

ANNUAL ACCOUNTS AT 31 * DECEMBER 1989 fn bffions of Bre) 


1982 1983 1984 1965 1986 1987 1988 1909 

BALANCE SHEET ___ 

Total assets _ 2SS68 35331 43212 5L575 90430 8933S 74346 85.128 

Loans and advances 14211 19955 2S022 31606 41.062 4&103 50271 54863 


Dep. ari borrowed 

lands _ 21.743 30(01 38401 44.134 51.785 59:122 62BM 69587 

fajoas provisoes 918 1260 1.744 2235 2.792 3317 3571 £880 

(of which: finds 

emmrfad for the staff) 480 614 887 1288 1572 iqftf 2.107 2267 

Capital and reserves 505 614 612 622 1.129 1.170 1200 1236 


PRORT AND LOSS ACCOUNT __ 

Cross income_951 1.181 1.4Q6 1,593 L 921 1.356 1986 


Operating proGr 

Cross profit _ 

Additional afiocatioa to 
■stiff penaon fund 

Cross prob net of 
abowaflotaian _ 

Other jMoatians 

Net profit 


284 325 458 516 


501 506 


241 358 906 60S 730 617 671 813 

(51) (SB) (128) (179| (197) (184) gQ6)_ gS4) 


190 300 380 429 523 433 485 

(183} (292} (367) (412) (468j) (371) (351) 

7 8 13 17 55 62 74 


K5S 


(V®^)Br\NOO . 

^^NAPOU 

451 st YEAR 

HeadOfike: Naples 80132 - Via Toledo, 177/178 " '*■ 

495 bandies in Italy 

Foreign brandies in New York, Frankfort Bumns aotk r/wtnn and Paris 

Representative Offices; Bnadles, Los Angeles, Moscow, Sqto, Zurich. - : - 
Subsidiary: Imembonig - Banco di Napoii fauenaijonaL 
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JohnWvles on immigration and the Community 
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of democratic Values to the 
East,growlngpoliticaI self-con- 
fidence to' the West and 

: ^tning' ecmi nmi n prOS- 

pects across the - Continent, 

JEPWjpc i &.iioy.co^yir oTrted by a : 

whkh is both' a stern 
tea; of its ■values and of its 
wdlria s to step 1 np aid fbc'ihe 
development of > many. Third 
Wo dd cou ntries. ■ 

- Western European countries 
are beginning to «wH» that in 
various facets immigration 


countries' are bolting the door 


bolting 

'against the perceived threat of 
- steeper waves of immigration 
from North Africa and the Mid¬ 
dle East. Demographic fore- 
. -casts for countries lining the 
Mediterranean’s southern 
-.shore are startling. Currently 
the North African countries 
have a working age (15-64) pbp- 
ulatkm of around 67m. which 
will rise to around 106m by the 
end of the'decade and to 178m 
by 2025. - 

These forecasts imply that 
each year over the next decade 
there win be a labour surplus 


: ties'. suid. ^gnwaT^p ol ic ie s, but 
sdsolnteroatkmal relatums and 
.the. steady removal of barriers 
Within the Etirujiean- finmiwq. 
nity to the free, movement of 
people and goods. This is a 
much wider agenda of prob¬ 
lems than the o riginal .view of 
20 years ago that Irrymigratinn 
largely involved controls on 
the entry of citizens of the 
Third World and th<» provision 
of employment opportunities 
and welfare for- those that are: 
admitted. 


A labour surplus of 
about 4m youths from 
the Arab world 


Goveniments are now team¬ 
ing that imimgration poBes a 
potential taobtem of oonfitetr 
ing cnltnres. which may mani¬ 
fest-its elf in .arguments 7: in 
France-over Muslim girls wear- 
Ing headscarves to school and 
in Britain over Iran’s attempts 
-both-to. suppress The Satanic 
-Verses and ««» to eliminate its 
author, Kalman - Rushdie. 
DniiTce Americans, who see 
their culture ~ as something 
.fluid and immigrants as a 
potential source of social and 
e cono mic e nri c hmen t, Europe¬ 
ans tend to be less flexible, and 
rather fearful that Immigrants 
axe a threat- to their economic 
and socialstability. 

These fears have been fertile 
sail for right-wing politicians 
like Mr Jean. Le Pen in France, 
but rather lass so fbr aspiiing 
equivalents in! Britain and 
West Germany/ However, gov¬ 
ernments have responded by 
steadily tightening-immigra' 
tion contrails and by tdfering 
cssh incentives to encourage : 
some of iheresldmit immigrant 
population to depart. West Ger¬ 
many's dfifar of DMlO.OOO has 
not yet evoked., a great 
response among its large Tm±- 
ish minority, despite the pres¬ 
sure that' some are said to be 
under to make way for immi¬ 
grants from East Germany. .. 

hi seefidng to curb immigra¬ 
tion from outside the EC, most 


of around 4m youths across the 
Arab worid, with 60 per cent of 
them concentrated in Egypt, 
Algeria, Morocco and Sudan. 

A growing awareness of such 
potential migratory pressures, 
allied to inescapable evidence 
of .hostile domestic reaction in 
such cities as Florence to a vis¬ 
ibly expanding illegal immi¬ 
grant population from North 
Africa, was one factor which 
recently prompted Italy to 
introduce its first comprehen¬ 
sive legislative controls on 
immigration. Visa require¬ 
ments have been reintroduced 
for Senegal, the Maghreb coun¬ 
tries and Turkey and frontier 
controls strengthened. 

Nevertheless, Italy’s 2,000 
miles of coastline are impossi¬ 
ble to police effectively against 
relatively short illicit sea jour¬ 
neys from Tunisia to Sicily, 
and so the country may still be 
the EC's “soft underbelly,” vul¬ 
nerable to Illegal entries. 

. But .Italy’s new approach is 
likely to be seen by its EC part¬ 
ners as a sufficient response to 
their, entreaties for a proper 
immigration policy, and also 
one which should win it entry 
into tbe so-called Schengen 
Group, which was formally 
constituted last month. 

* .It was during- the negotia¬ 
tions on the Schengen plan to 
remove all border restrictions 
on travel between the Benelux 
countries, France and West 
Germany that Italy was made 
aware that entry into this 
group was conditional upon 
Rome being able to adopt 
broadly similar controls on 


immigration from outside the 
Community. (Schengen is 
unlikely to allow free move¬ 
ment for non-Community citi¬ 
zens resident in the signatory 
countries. Their residence and 
work permits will be valid only 
for the country which issued 
them.) 

The process has not been a 
painless one for the Italian 
Government. Its attempt to 
persuade illegal immigrants to 
regularise their presence in 
Italy by Effing for six months 
the threat of expulsion on dis¬ 
covery has produced little 
more than 150,(WO applications 
out of a possible illegal popula¬ 
tion of 900,000. 

The introduction of entry 
visas has put some strains on 
relations with the countries 
affected, while the five-party 
coalition has been riven with 
disagreements over tbe man¬ 
agement of controls and the 
provision of public housing 
and employment. The former is 
in scarce supply throughout 
Italy and the latter unavailable 
in the south of the country out¬ 
side of the black economy - 
itself an important employer of 
illegal immigrant labour. 

But Italy will use its six- 
month term in the EC presi¬ 
dency, beginning on July 1. to 
try to champion the develop¬ 
ment cause for the southern 
Mediterranean. This is particu¬ 
larly dear to the heart of Mr 
Gianni De Michelis, the Italian 
Foreign Minister, who, when 
he was Minister of Labour in 
1987, farsightedly sponsored a 
conference with his North Afri¬ 
can, French and Spanish coun¬ 
terparts on demographics and 
the labour market. 

Mr De Michelis will use his 
position as c hair man of the 
EC'S Council of Minis ters to 
urge his Community col¬ 
leagues to consider setting up 
a development bank for the 
southern Mediterranean com¬ 
parable to the one being cre¬ 
ated for Eastern Europe. He 
also wants the Community to 
set itself the goal of allocating 
1 per cent of its gross domestic 
product in aid, half of which i 
would go to tbe Third World, a 
quarter to Eastern Europe and 
a quarter to the southern Medi¬ 
terranean. 

Finally, Mr De Michelis will 
also seek to harness support 
for the European Commission's 
own Mediterranean action pro- 
gramme. 


THE European Community's 
relations with the six countries 
of the European Free Trade 
Association have attracted 
much less attention in recent 
months than its efforts to 
strike up new accords with the 
former communist countries of 
Eastern Europe. 

Yet in the context of trade 
development after 1992, rela¬ 
tions with Efta remain very 
much more important. Efta, 
which includes Switzerland, 
Austria, Norway, Sweden, Ice¬ 
land and Finland, is tbe Com¬ 
munity's largest trading part¬ 
ner. EC exports to Efta last 
year of $U 6 bn were almost as 
much as its sales to the US and 
Japan combined. 

For this reason, trade rela¬ 
tions between Efta and the EC 
in the wake of 1992 bave 
always assumed great impor¬ 
tance in planning the single 
market. The debate which has 
ensued, however, has been 
fraught with difficulties as Efta 
countries sought to maintain 
their privileged position vis-a- 
vis the Community, without 
under minin g their own inde¬ 
pendence and neutrality. 

The two blocs have long 
enjoyed a duty-free exchange 
of trade in goods, and on the 
surface there is no reason why 
close trade relations should not 
continue on this basis after 
1992. In Efta, however, the wor¬ 
ries have been two-fold. 

First there is general con¬ 
cern about whether the Com¬ 
munity will become a trade for¬ 
tress after 1992, keeping out 
Efta goods as well as those 
originating from places further 
afield such as Japan. Second 
there has been a fear, which 
has been borne out by statis¬ 
tics on investment flows, that 
Efta countries will lose invest¬ 
ment as foreign firms bypass 
them and their own companies 


BASED ON its own assessment 
of itself, the European Commu¬ 
nity should be regarded as a 
model member of tbe interna¬ 
tional trade community. 

Its top officials never tire of 
pointing out that the Commu¬ 
nity believes strongly in the 
multilateral trading system 
embodied in the General 
Agreement on Tariffs and 
Trade. In the current Uruguay 
Round it is trying hard to see 
that developing countries are 
more fully integrated in the 
system, without recourse to 
the blunt unilateral instru¬ 
ments found in US trade law. 

Yet its reputation with the 
outside world is not so inno¬ 
cent as it would have it 
believe. EC rows with the US 
on farm policy questions and 
protracted recourse to anti- 
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Peter Montagnon says trade relations with the 
EC have assumed great importance 


Why Efta is worried 


seek to develop business inside 
the Community itself. 

So fax, one Efta country, 
Austria, has sought to get 
round this by actually applying 
to join the Community. Brus¬ 
sels for its part has looked 
askance at the idea of Efta 
countries applying for member 
ship of the Community en 
ma$se. It is still more con- 


sides so well in the past, no 
longer seem adequate. From 
Efta’s point of view, the rea¬ 
sons for concern are evident 


Trade with the EC amounted 
to some 56 per cent of all Efta 
exports last year. Importantly 
for the Community, it ran a 
surplus of some $iobn in its 
trade with Efta. Community 


EFTA: TRADE WITH THE EUROPEAN 

COMMUNITY In $m 


1985 

1986 

1987 

1988 

1989 


Imports 

63.875 

83,729 

102.895 

110,434 

115,885 


Exporb 

58,145 

71,578 

88.485 

99,192 

105,787 


Sovrcfl. tntamaUonat Monetary Fund 


cerned with its own internal 
efforts to develop the single 
market as well as the burden 
of integrating its latest mem¬ 
bers, Spain and Portugal, fully 
into the Community. 

Developing what is known as 
the European Economic Space 
(EES) between Efta and the EC 
requires freedom of movement 
of goods, services, capital and 
people, but this article concen¬ 
trates on the trade-related 
aspects of this debate. 

For, in the light of the single 
market, the old duty-free 
arrangements, that served both 


exports to Efta amounted to 60 
per cent of all Efta imports. 


For this business to continue 
to nourish, Efta needs a degree 
of certainty that it will not be 
discriminated against under 
EC commercial policy. The 
greatest degree of certainty 
would be achieved if both blocs 
were able to unite as a folly 
common market with a com¬ 
mon commercial policy. 


That would mean, for exam¬ 
ple, that Brussels would not 
Impose anti-dumping or coun¬ 


tervailing duties on Efta goods. 
But it would imply the exten¬ 
sion to Efta of tbe European 
Community’s common external 
tariff. It would mean that 
dumping duties applied by the 
EC to goods produced in third 
countries would also have to 
be applied by Efta. A foil cus¬ 
toms union could also mean 
extending the Common Agri¬ 
cultural Policy to Efta coun¬ 
tries so that free trade in farm 
products, excluded from the 
present arrangements, could 
develop between the two sides. 

Not surprisingly, Efta coun¬ 
tries are hesitant about going 
so fax. They want greater cer¬ 
tainty in their relations with 
tbe Community, but without a 
loss of sovereignty that would 
deprive them of the freedom to 
organise their own affairs. 

The debate on trade revolves 
around how to establish such 
certainty, but it is an ambition 
that creates difficulties for the 
Co mmuni ty. 

In a speech to Norwegian 
businessmen earlier this year. 
Sir Leon Brittan, the EC Com¬ 
missioner, responsible for com¬ 
petition policy, warned that 
“the abandonment of anti¬ 
dumping measures between 
the EC and Efta could in my 
view only be contemplated if 
truly equal or analogous rules 
of competition could be estab¬ 
lished and strictly enforced.” 

Without strict action by Efta 
countries to prevent the devel- 


EC TRADE POLICY 


The anti-dumping test 


dumping measures as a means 
of limiting market penetration 
by Japan and other Asian 
countries suggest another side 
to Community policy - one 
ready to twist the rules to its 
own protectionist advantage 
whenever the occasion suits. 

The truth about the Commu¬ 
nity's trade policy probably 
lies somewhere between these 
two extremes. Trade policy is 
an area in which the Commu¬ 
nity speaks with one voice. 
The Commission, not member 
states individually, negotiates 


in the Gatt and a common posi¬ 
tion must be agreed on each 
major issue among members. 

Yet trade policy is also an 
area where the common posi¬ 
tion is arrived at by qualified 
majority vote rather than 
unanimous agreement This is 
important because within the 
member states there are con¬ 
siderable divergences in 
approach. Broadly speaking, 
the southern member states 
tend to be more protectionist 
in their orientation than their 
northern counterparts - West 


Germany, the Netherlands, the 
UK and Denmark, These have 
the voting power to block pro¬ 
tectionist proposals in a quali¬ 
fied majority vote, but they 
cannot, on their own, force 
through trade liberalisation. 

The blocking power of these 
four has long been regarded as 
a significant factor preventing 
the Community from becoming 
a fortress in trade terms after 
1992. That does not necessarily 
mean, however, that they are 
capable of winning all the 
arguments, or that the pres- 
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opment of cartels, their firms 
would be able to charge high 
prices in domestic markets for 
goods which they could then 
be able to dump in tbe EC. 

Similar arguments apply in 
the field of subsidies, which 
Efta countries could use to 
give themselves an unfair com¬ 
mercial advantage in the EC. 

The EC Commission is 
becoming increasingly strict 
on subsidies. Efta has also set 
up a system for controlling 
subsidies through its ministe¬ 
rial council but its powers of 
enforcement are regarded by 
Brussels as weak. 

One Idea that has been dis¬ 
cussed is that there should 
eventually be some kind of 
common enforcement in these 
areas, but Efta countries are 
worried both about submitting 
themselves to EC jurisdiction 
and to rules designed by tbe 

EC over which they themselves 
have no real say. 

This underlies the quest for 
common institutions to police 
commercial behaviour in the 
European Economic Space. So 
liar, however, it has been diffi¬ 
cult to devise such institutions. 
The two sides have argued 
over the question of how to 
organise joint decision-making 
in the EES. 

With negotiations now due 
to start in earnest, both sides 
still hope to reach a compre¬ 
hensive agreement by the end 
of the year which could be 
fully implemented from Janu¬ 
ary 1993 when the single mar¬ 
ket comes Into force. 

In a declaration early last 
month, Efta heads of govern¬ 
ment said an EES agreement 
would be acceptable only if it 
involved "the establishment of 
a genuine joint decision-mak¬ 
ing mechanism in substance 
and form as a basic prerequi¬ 
site." 


sure facing the Commission to 
act defensively in trade issues 
will go away. 

Against this background, the 
dichotomy between the way 
the Community is perceived by 
the outside world in matters of 
trade policy and how it per¬ 
ceives itself becomes easier to 
understand. A strong strand in 
Community thinking believes 
in the Gatt system. But 
another, which cannot be 
ignored, puts narrower Com¬ 
munity interests first 

The Commission's approach 
is to work through Gatt, even 
though the pressures it faces 
may sometimes encourage a 
peculiarly European interpre¬ 
tation of what that allows. 

Last year Brussels pro¬ 
claimed in advance that it 
Continued on Page 6 
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GARIPIQ ALL OVER THE WRLD IN BANKING CLASS 


Milan is tbe financial ,, industrial and commercial heart of Italy. And Cariplo is tbe heart of Milan. For any banking 
transaction with Italy ; contact Cariplo who can meet all your financial needs promptly . Cartpla, with its head-office in 
Milan, is at your complete disposal with 450 branches in Italy and foreign brandies in London, New York, Grand Cayman 
and Hong Kong; the subsidiary bank: Compagnie Internationale de Barupte (C.I.B.), Paris; the subsidiary bank: Bank- 


haus Loebbecke & Co., Berlin; an affiliate: Banco, Jover, Barcelona , as well as with representative offices in Beijing, 
Brussels , Frankficrt, Madrid, Moscow, Paris and Seoul, and more than 1,800correspondent banks. 

6 , Lombard Street - London, EC3V9AA - Teh 71-2833166 - Tlx: 887641 CARIPL G 
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EASTERN EUROPE 






Post-communist politics 


PREPARING FOR Europe is 
the dominant theme in the pol¬ 
itics of the Eastern European 
states. In every case, those who 
are practising the new politics 
— even the now hastily 
reformed Communists 
attempt to institutionalise a 
Drang nach Westen within the 
developing political system. 

This is not, and will not be, a 
simple matter. Especially in 
the cases of the most developed 
states - Czechoslovakia, Hun¬ 
gary and Poland - the post- 
communist politics must also 
attempt to redefine and give 
content to an independent 
state - a task made the more 
difficult for the lack of inde¬ 
pendent traditions. Only 
Czechoslovakia can claim a 
stable pre-war democracy; in 
all cases, the settled political 
and civil societies of an old-es¬ 
tablished nation state are lack¬ 
ing. They are thus emerging 
both Into independence and 
into a new European order. 

In part, what they will do is 
to help create that order. If 
Europe really is to stretch from 
the Atlantic to the Urals, it 
will be a different Europe from 
that envisaged by the creators 
of the Community. The ending 
of the Cold War releases the 
nations of the East from frozen 
subservience - there will thus 
be a new security order. But it 
also makes evident their back¬ 
wardness; and thus there will 
be, must be if they are to avoid 
being immured in a Latin 
American world of constant 
crisis, a new economic order 
which will see a large human. 


technical and capital inflow 
from the West to the East. 

These states must thus make 
themselves presentable to the 
International Monetary Fund 
and to the World Bank, as well 
as to the Western bankers, 
industrialists and politicians 
who are so important to their 
fate. This means adopting, rap¬ 
idly, policies which will open 
the way to a marketisation of 
their economies: purging subsi¬ 
dies from Industry, agriculture 
and even from some public ser¬ 
vices, and beginning the colos¬ 
sal task of handing over state- 
owned industry to private 
hands, native and foreign. 

At the same time, they face 
enormous pressures. The criti¬ 
cally important meeting of 
Comecon in January saw the 
Soviet Union adopt the logic of 
the new times - by proposing 
to make all intra-Comecon 
trade in bard currency from 
nest year. This means that the 
East European states, used to 
exchanging sub-standard man¬ 
ufactures for valuable and 
underpriced Soviet oil, will be 
freed with vast deficits with 
the USSR where before they 
had, in many cases, been used 
to surpluses. 

Second, the absorption of the 
East German economy into 
that in the West will render 
efficient enterprises which 
were once part of the backward 
Comecon system. The other 
Comecon economies, without 
West German support, must 
attempt to keep pace. 

The strains are beginning to 
be evident. In Poland, the 


crash programme associated 
with Dr Leszek Balcerowicz, 
the Financial Minis ter, has 
brought down inflation, 
reduced queues and is now for¬ 
cing the closure of bankrupt 
enterprises and causing soar¬ 
ing unemployment The criti¬ 
cal question is how quickly 
Poland can attract major for¬ 
eign investment, and itself 
develop a viable export sector. 
So far, it is a slow process. 

In Hungary, the new Demo¬ 
cratic Forum-dominated gov¬ 
ernment has declared it will 
introduce a “social market 
economy” - but will eschew 
the (Polish-style) shock treat- 


A “Marshall Plan” 
would be an awful 
admission of failure 


meat. It will move against the 
50 bankrupt enterprises tar¬ 
geted by the previous (Social¬ 
ist) government; will encour¬ 
age privatisation in the service 
sector particularly; will pro¬ 
duce a package of enticements 
for foreign investment; and 
will seek, after a short time, 
growth levels of 3 to 4 per cent, 
necessary if repayments on 
Eastern Europe's largest per 
capita debt are to be made. 

In Czechoslovakia, the suc¬ 
cess of Civic Forum in the 
polls earlier this month should 
mean that the programme of 
economic change identified 
most closely with Mr Vaclav 
Elans, the Finance Minister 
and Mr Vladimir Dlouhy, the 


EC policy on anti-dumping 


Continued from Page 5 
would refuse to negotiate bilat¬ 
erally with the US on any trade 
complaints raised under Wash¬ 
ington's Super 301 trade legis¬ 
lation. Super 301 required the 
Bush Administration to iden¬ 
tify and negotiate away barri¬ 
ers to US exports under threat 
of sanctions. Because of the 
EC’s pre-emptive stance, it was 
not targeted by Washington for 
action under this legislation. 

As the Uruguay Round has 
proceeded, bilateral transatlan¬ 
tic trade disputes have in any 
case fallen out of prominence. 
Little is heard these days of 
the dispute on Airbus subsi¬ 
dies, or the EC’s broadcasting 
initiative, or the question of 
local content for printed circuit 
boards on which much energy 
was spent last year. 

Instead, the focus of EC/US 
trade relations has concen¬ 
trated heavily on the Uruguay 
Round dispute over farm 
reform, where the Community 
has resisted pressure from the 
US and other farm exporting 
countries to negotiate directly 
on policy measures such as 
export subsidies. 

The Community fear is that 
such a negotiation would 
quickly jeopardise its whole 
Common Agricultural Policy 
which depends on a two-tier 
pricing system in which 
domestic prices are higher 
than those on the world mar - 
keL It would prefer to negoti¬ 


ate reform in the Uruguay 
Round by means of an aggre¬ 
gate measure of support that 
would allow governments to 
choose their own agricultural 
policy approach while reducing 
overall support to formers. 

Given the pressure being 
applied to the EC by other 
leading players in the Round, 
one test of Its actual commit¬ 
ment to the multilateral trad¬ 
ing system will be the way it 
chooses to handle this prob¬ 
lem. It is accepted in interna¬ 
tional trade policy circles that 
the Uruguay Round will be a 
failure unless It can agree 
meaningful reform of world 
farm trade. A failure of the 
Round would mean failure for 
the multilateral system itself. 
Thus, the Community frees a 
particularly stark choice. 

Another test of its commit¬ 
ment to the system lies in its 
relations with Japan, after a 
Gatt decision earlier this year 
that the measures used by the 
EC to combat circumvention of 
its anti-dumping duties were 
illegal The EC has agreed to 
adopt this finding but says it 
will not change its legislation 
until after the Uruguay Round 
discussions on revising Gaffs 
anti-dumping code are over. 

The Gatt panel finding was 
embarrassing for the EC 
because of its long-standing 
assertion that its anti-dumping 
measures were in full confor¬ 
mity with the Gatt. At the 


same time, however, It had 
been reluctant to negotiate in 
the Uruguay Round on 
changes which would make its 
anti-dumping rules harder to 
apply by restricting the leeway 
for Gatt members to engage in 
what some critics have called 
sleight-of-hand in calculating 
anti-dumping margins. 

Though the formula the EC 
uses in this respect is legal 
under the terms of the present 
code, it is tilted in favour of 
finding that dumping has 
occurred. Actions against 
high-technology imports from 
Japan and other Aslan coun¬ 
tries proliferated in the late 
1980s, suggesting that this 
instrument of trade policy 
might be used for covert pro¬ 
tectionist action. Anti-dumping 
thus became a unilateral policy 
weapon, against the spirit of 
the multilateral rules even 
though it was within the letter. 

The willingness of the EC to 
negotiate new anti-dumping 
rules in the Uruguay Round 
over the next six months will 
be a farther test of its c ommit , 
ment to a multilateral trading 
system. Its failure to bite the 
bullet would make it bard for 
the EC to claim that its trade 
policy priority really was the 
health of the multilateral sys¬ 
tem. The prospect of Fortress 
Europe would then loom a 
great deal closer. 

Pater Montagnon 

World Trade Editor 


Deputy Prime Minister in 
charge of Planning, gets a fair 
wind. In fret, considerable ten¬ 
sion exists between Mr Vaclav 
Havel the President, and the 
radical reformers; the Presi¬ 
dent is concerned with the 
maintenance of national Unity 
and the avoidance of over-divi¬ 
sive policies; the radicals 
believe both have to be risked 
if the reform is to work in 
time. 

Yugoslavia also introduced 
shock treatment at the begin¬ 
ning of this yean it has been 
similar to Poland in its results. 
Inflation has come down from 
the rate of 28.000 per cent a 
year to 4 per cent a month, and 
the dinar now attracts confi¬ 
dence rather than derision: 
also like Poland, the hard cur¬ 
rency reserves have benefited. 
But in Yugoslavia, too, the 
structural reforms are slow in 
coming through: the banking 
system remains a slave to the 
enterprises for which it still 
prints money, and the enter¬ 
prises themselves continue to 
exist in an ownerless vacuum, 
with control vaguely defined 
between management, workers 
and central and local authori¬ 
ties. 

Bulgaria and Romania have 
barely started reforms: both 
are still controlled either by 
Communist, or leftist, regimes. 
The much greater backward¬ 
ness of the latter economy will 
mean its route towards Euro¬ 
peanisation will be slower than 
the rest; while Bulgaria's econ¬ 
omy will remain very largely 
dominated by that of the 
Soviet Union for some time to 
come. 

The Soviet Union itself must 
still struggle with its old ambi¬ 
guity - is it, or is it not, a 
European state? President Mik¬ 
hail Gorbachev has been per¬ 
haps the most pro-European of 
any of its leaders, Communist 
or Tsarist: perhaps he bad no 
choice, since the admission 
that the Soviet system had 
foiled to deliver anything like 
European living standards had 
to be attended by a strategy of 
dependence on the West 

President Gorbachev has res¬ 
olutely refused to countenance 
aid from the West: but in the 
last month, his advisers have 
begun talking about just that 
even canvassing a “Marshall 
Plan” on the lines of the US 
funding of the reconstruction 
of post-war Europe. 

To make this Soviet policy 
would be an awful admission 
of failure - and would band 
over many of the decisions 
about economic strategy to the 
international financial institu¬ 
tions, which would inevitably 
set hard terms for their aid. 
But what else is left? There is 
minimal hope of large invest¬ 
ment because of the political 
risks, the problems of convert¬ 
ibility and the low productivity 
of labour; and thus, barring a 
miraculous upturn in the coun¬ 
try’s economic performance, 
we may expect to see it join 
the East European queue. 
Indeed, we must hope it does: 
for the alternative is a retreat 
into autarky, with all the insta¬ 
bility that will bring. 

John Lloyd 
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Richard Tomkins looks at the Community’s transport policy 

Pressure for integration 


THE Single European Act does not mince 
words. From December 31 1992. the 12 
countries of the EC will comprise “an area 
without internal frontiers in which the 
free movement of goods, persons, services 
and capital is ensured." 

If that sentiment is to have any meaning 
at all the transport industry will have a 
crucial role to play in the economic inte¬ 
gration of the Community. In a wider 
European context, the roads and railways 
will provide the physical means of linking 
East and West as the Iron cer tain comes 
down. It is easy, then, to be carried away 
by visions of a time when there will no 
longer be any perceptible difference 
between a journey undertaken within a 
nation state and one that takes people and 
goods across frontiers. 

But a look at the record since the Treaty 
of Rome was signed in 1957 soon restores 
sobriety. According to the treaty, a com¬ 
mon EC transport policy was to have been 
in place as long ago as 1970. Twenty years 
later, it is little more than a dream. 

The reasons are not difficult to fathom. 
Transport networks that have taken 
decades, even centuries, to evolve were 
constructed to serve national needs, not 
international ones. Each country has its 
own rules and regulations: likewise, its 
roads and railway lines tend to lead to its 
capital not to its borders. 

However, some progress has been made 
towards harmonisation. Common rules 
have been agreed, for example, on lorry 


weights and drivers' hours; agreement on 
multi-modal containers has greatly eased 
the passage of international freight; and 
restrictions on cabotage - the right of 
“foreign" hauliers to pick up and deliver 
goods in another member state's borders 
- should be abolished by the end of 1992. 

The railways, however, remain techno¬ 
logically divided, with track and loading 
gauges, sign allin g systems and electric 
locomotive voltages varying from country 
to country. But the Commission’s view is 
that railways have an important, if not 
pre-eminent, role to play in overcoming 
Europe's inadequate transnational links. 

In the road sector, economic growth and 
rising prosperity have brought congestion 
to the point where, in the triangle bor¬ 
dered by Birmingham, Essen and Paris, it 
is semi-perm anent in nearly all the main 
traffic corridors. More road construction is 
planned, but environmental and land-take 
considerations limit the extent to which 
this can continue as a policy option. 

Air travel, too, has seen growth on such 
a spectacular sole that airports and air¬ 
ways are nearly full and delays are becom¬ 
ing endemic to the system. 

Rail scores above road and air on sev¬ 
eral fronts. For International freight it 
beats road haulage in terms of speed, econ¬ 
omy and environmental acceptability. For 
international passengers, it beats road 
travel for speed: and advances in high¬ 
speed train technology mean it can 
Increasingly outperform air travel on cen¬ 


tre-to-centre journey times. 

With domestic traffic many times larger 
than international flows, it is not surpris¬ 
ing that high-speed rail networks in West 
Germany and France have been designed 
for internal use, with little regard for the 
provision of international connections. 

But the Channel Tunnel has changed all 
that. By opening up the opportunity to run 
frequent, high-speed rail services between 
London, Paris and Brussels, it has inspired 
the Community to look beyond national 
frontiers and towards the development of 
a truly European high-speed rail network. 

The Commission has drawn up an ambi¬ 
tious set of proposals aimed at filling in 
most of the rest of the gaps between 
Europe's rail networks. One, for example, 
would provide a link between West Ger¬ 
many and Scandinavia; Alpine rail passes 
would link northern Italy to the central 
European network through Austria and 
Switzerland; and a route across the Pyre¬ 
nees would improve Franco-Spanish links. 

The Commission's view is that the pro¬ 
vision of transport is so fundamental to 
Europe’s prosperity that these vital links 
should be financed through Community- 
funds. Yet objections by member states 
have consistently ruled out attempts to 
secure a budget beyond the token EcuSOm 
which Mr Karel van Miert, the Transport 
Commissioner, has at his disposal 

But in a unified Europe, increasingly 
bedevilled by congestion, the pressures for 
an integrated transport system will grow. 
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WHEN THE Bank En^tmd 
giKKshet Its latest Quarterly 
to May it pointed out a 
stenfflcant figure: the vdmne 
of business condncted between 
Et^pean-basai banks :to th e 

first nine mont^ 

more than douMe the volume, 

for the whole prevtour year. 

. .This increase,, which: the 
Bank - described; as "unex¬ 
pected? was, it said, “almost 
certainly stimulated, by. the 
plans for a single European 
market by the . end of 1992." 
The BanS attributed the surge 
particularly to the lifting of 
such few exchange controls as 
remained to France, Italy'and 
Denmark, as well as the grow- 
.tog presence of the tog Japa- 

: Bipod is beginning to 
-course through the 
•.■v market’s veins 


nese banks oh the continental 
-markets. ■ ■ • 

- It-was the first real evidence 
that blood -is be ginning - to 
course throughthe veins of the 
single fmanriri niari»rf Even 

though the deadline is still 
more than two years away, 
many of the : institutional, 
changes shaping that market 
are already inplace. 

- The removal of exchange 
controls (most are due to go 
this summer) is almost cer¬ 
tainly the ; most important 
because this, will hasten .the 
unification of. the member 
countries’ dealings in-capital 
and currencies. But measures' 
to : create the “passports” that' 
will allow banks ana securities 
houses- to move freely around 
the EC are also ready - or 
nearly so. 

The sense of anticipation 
that is building np in the finan¬ 
cial services sphere about 1992 
is rmmHrtafrflhip But the ques¬ 
tion is whether it is fully justi¬ 
fied. While there are. plenty of 
bankers and.-dealers , who see 
higtnriff . chang es in the offing 
and are positioning themselves 
to take advantage, there are 
many others who predict that 
ISOS will be a great anti-climax. 

— or at Jerat an event that 
should: be - approached with' 
caution. . 

. The view lhad: great changes 
are afoot is reinforced by deals 
like Deutsche Bank’s £lbn 
acquisition of Morgan Grenfell, 
the Loudon merchant bank, at 
the beginning of this year. The 
largest deal of its kind, it 
showed how one of Europe’s 
top financial institutions was 
expanding geographically- and 
acquiring new skills to achieve 
super-bank status. 

But Deutsche is pursuing a 
rather lonely path. None of 
Europe's other tog banks have 
been.anything like as expan¬ 
sive. The . only one that comes 
close is Credit Lyonnais of 


Securities dealing Is . 
tending to move to the 
most liquid markets, 


France-, which has - been 
steadily acquiring small or 
medium-sized retail banks 
around the EC with a new to 
covering the .Continent in. 
brandies. 

Other banks have, preferred 
to fOrm anfanow or take up 
cress-shareholdings so as to 
ha ve “friends” across the Com¬ 
munity. These have prolifer¬ 
ated. According-to a study by 
KPMG Peat Marwick McLin- 
toefc earlier this .year, there, 
were no fewer than 185 cross- 
border links between financial 
institutions' to the six months 
to-February 1990,. suggesting 
tfart: the EC is gradually being 
polled together by a network of 


- -There are many reasons for 
this caution. One is that 1992 
will make little difference to 
the wholesale banking market 
spying the mnltinattoTial cor¬ 
porations. This .already-.tran¬ 
scends borders. Indeed, the 
unification of Europe could 
erven cause this market to 
sh rink because much of it 
t h inv fl g on helping COSip&niSS 


cope with differences to cur¬ 
rencies and interest rates 
which would disappear if mon¬ 
etary union ever became a 
reality. .. 

- Another is that domestic 
banking markets are notori¬ 
ously hard for outsiders to pen¬ 
etrate because of .strong 
national cultures. Acquisition 
may do: the trick, but that 
poses big management chal¬ 
lenges' even if banks are 
available to buy which, by and 
large, they-axe not 

McKtnsey . - consultants 
Uiwmi pgfnn Fassbender and 
Peter Wugh argued in a report 
this spring that European 
banking would remain “a local 
business", though they warned 
that competition in national 
markets would intensify after 
1992 because of the inflow of 
new products and ideas. 

A third reason tor caution is 
that relationships need a lot of 
tending if they are-to be made 
to work Although some ana¬ 
lysts have pointed to the 
growth of "constellations" of 
loosely associated financial ser- 
vices companies as a possible 
pattern to the future, one of 
the best-known constellations 

- that grouped round Pargesa/ 
Groups Bruxelles Lambert - 
is. beginning to come apart. 
The group has sold many of Its 
stakes, and. it recently put Its 
62 per cent share in Henry 
Ansbacher, the London mer¬ 
chant, bank, on the. block, cit¬ 
ing a disappointing lack of syn¬ 
ergy. .. 

. , A much more striking trend 
than cross-border acquisition 
has-been domestic consolida¬ 
tion. Banks to smaller coun¬ 
tries such as the 'Netherlands, 
Denmark, and Switzerland are 
rusbing to merge into groups 
which , they hope will be tog 
enough-to-compete with the 


Europe’s new central 
bank may end up in a 
compromise location 


powerful international battal¬ 
ions: 

The securities industry has 
also.seen its share of cross-har¬ 
der.acquisitions, particularly 
In London and Paris where 
most of the major brokerages 
have been bought up. But the 
combination of the stock mar¬ 
kets. of Europe is p ro vin g hard 
to achieve because of widely 
differing practices. Instead, 
securities denting is tending to 
migrate of its own accord to 
the most liquid markets, 
mainly London, which looks 
set to became the financial cap¬ 
ital of a Europe. 

This, status will shortly be 
mhaiMBd by the opening of the 
new European Bank for Recon¬ 
struction and Development to 
the _City. This win act as a 
focus for the financing of East 
European economic reform - 
itself a major, if still distant, 
factor to the the redrawing of 
Europe’s financial map. 

Also vital to the future shape 
of Europe will be the location 
of the new European central 
bank, or Eurofed. Although 
London and Frankfurt look 
like strong candidates, the 
chances are it will mid up to a 
compromise location such as 
Luxembourg or Amsterdam. 

There is little doubt that the 
financial services industry will 
play a vital role in pulling 
Europe together, both within 
the EC and between East and 
West, because it will act as the 
channel for capital and invest¬ 
ment. But the evidence so far 
suggests that it will reach this 
role through steady evolution 

rather than a HramaHr- anH 

rapid restructuring. Although 
1992 has inspired man; bank¬ 
ers to talk of great challenges, 
it has also filled many of them 
with apprehension, and there 
axe just as many bankers and 
brokers who have rushed to 
protect their old markets as 
have sallied forth to conquer 


David Lascelles 

Banking Editor 
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( 1992s REDRAWING THE MAP OF EUROPE 7 ) 


THE ENVIRONMENTAL map 
of Europe - no less than its 
political and economic land¬ 
scape — has been transformed 
by the collapse of the Iron Cur¬ 
tain. 

' The discovery of an environ¬ 
mental disaster on a scale diffi¬ 
cult to comprehend was one of 
the first fruits of the crumbling 
of censorship in Eastern 
Europe. The more prosperous 
Northern European countries 
have in the past adopted a 
greener-than-thou attitude to 
the Mediterranean nations. But 
these environmental tensions 
paled into insignificance once 
the West had had a chance to 
glance at the pollution prob¬ 
lems of their fellow Europeans 
to the East 

Forty years of Stalinist 
emphasis on heavy industry, 
coupled with obsessive secrecy 
and"repression of nascent 
green movements, have left a 
dismal legacy. Just how dismal 
was spelt out last month at a 
conference in Dublin - the 
first of its kind — between 
European Community environ¬ 
ment ministers and their East 
European counterparts. 

The Eastern bloc ministers 
appeared at times to be vying 
with each other as to who 
could tell the bleakest story. 
Some 55 per cent of East Ger¬ 
man forests are damaged, 
while more than 40 per cent of 
its waste water is untreated, 
reported Mr Karl Steinberg. 
East Germany’s Environment 
Minister. 

Czechoslovakia could beat 
that: about 70 per cent of its 
trees are blighted by pollution 
and only a third of its sewage 
is adequately treated. Mr Bron- 


Eastern Europe’s pollution problems have given new impetus to 
the EC’s environmental initiatives, reports David Thomas 

A distinct change of gear 


islaw Kaminski, the Polish 
Minister, went one better by 
dubbing the Silesian industrial 
belt "the most polluted part of 
Europe.” 

For once, there was no hint 
of political exaggeration when 
Mr Carlo Ripa di Meana, the 
EC's flamboyant Environment 
Commissioner, summed up the 
conference with the words: 
"We are talking about the sur¬ 
vival and health of our conti¬ 
nent." 

It is not just the health of 
the Continent which is under 
threat. Policy-makers in 
Europe are also increasingly 
aware that wildly divergent 
environmental standards will 
put at risk the process of integ¬ 
rating Europe economically. 
This was one consideration 
underlying the EC’s decision to 
draw up an environmental 
code of conduct for West Euro¬ 
pean companies setting up in 
the East: Brussels wants to 
scotch at birth any thought of 
taking advantage of East 
Europe’s primitive environ¬ 
mental regulations to gain a 
competitive advantage. 

The perception that environ¬ 
mental standards have a role 
to play in trade and invest¬ 
ment decisions explains their 
inclusion in the Single Euro¬ 
pean Act, which acknowledges 


the need to combine free trade 
objectives with a high level of 
environmental protection. 

"The Internal market will 
not succeed without strict 
standards on the environ¬ 
ment," argues Mr Laurens 
Brinkhorst, the forceful Dutch 
official who heads directorate 
general XI, responsible for the 


converter. Did this dama ge the 
competitiveness of the Japa¬ 
nese car industry?” 

Until now, the Co mmissio n 
has drawn mainly on one 
weapon - regulation - from 
the arsenal of possible mea¬ 
sures to promote a greener 
Europe. It has prodded EC 
countries to cut power station 


The ministers appeared to be vying with each 
other as to who could tell the bleakest story 


EC’s environment policy. 
"Countries like Germany, the 
Netherlands, Belgium and 
France will go for high stan¬ 
dards in any case. So either we 
have them throughout the 
Community, or they will 
become a barrier to trade " 

Mr Brinkhorst dismisses 
fears that high environmental 
standards within the EC could 
help to price European goods 
out of world markets by refer¬ 
ring to his stint as EC ambas¬ 
sador to Japan. "Japan adopted 
tough environmental standards 
in the 1980s partly because 
Tokyo was a mess, but also 
because the Japanese realised 
it made good business sense ... 
As early as 1982, there was not 
a single Japanese car in Tokyo 
which did not have a catalytic 


emissions of sulphur dioxide, 
the main cause of arid rain; it 
has put to place a directive 
requiring the fitting of cata¬ 
lytic converters on all new cars 

by 199% and it has laid down 
minimum standards for water 

cleanliness and for waste dis¬ 
posal, not hesitating to prose¬ 
cute countries which infringe 
these standards. 

The derisory amount of cash 
allocated for EC environmental 
measures - 0.1 per cent of the 
total EC budget, on Mr Brink- 
horst’s estimate - meant there 
was little alternative. But a 
distinct change of gear can 
now be detected within the 
Commission. “There is a 
change in approach, to many 
areas, we have the regulations 
in place which we need. We are 


moving out of the phase where 
we rely simply on strict regula¬ 
tions.” explains one senior 
Co mmissio n official. 

The Commission is now 
working on a range of initia¬ 
tives to complement its tradi¬ 
tional emphasis on regulation: 

• Environmental taxes. The 
Commission is preparing a pol¬ 
icy document on the new fash¬ 
ion for environmental taxes, 
such as on lead to petrol and 
on plastic bags. The trend has 

implications for both environ¬ 
mental and trade policy: a tax 
introduced for sound environ¬ 
mental reasons could, perhaps 
inadvertently, act as a barrier 
to trade. “We must have order 
to the house, if we are to avoid 
environmental protectionism,” 
Mr Brinkhorst says. 

• Spending programmes. EC 
environment officials can influ¬ 
ence the direction of Commu¬ 
nity spending, not through 
direct cash handouts, but by 
monitoring the very large 
amounts of cash dispensed 
under the EC’s structural and 
regional programmes. 

A small team of officials has 
been established in the envi¬ 
ronment directorate-general to 
monitor the environmental 
implica tions of, for example, a 
proposal for a large EC-funded 
road building programme in 


Portugal “When the derision 
to fund is subordinate to our 
approval, it gives us consider¬ 
able influence," says one of the 
offic ials. 

• Best practice. The Commis¬ 
sion is now working on initia¬ 
tives which would spread envi¬ 
ronmental best practice 
throughout the Community 
without relying on mandatory 
directives. 

One example is its proposal 
for a "green labelling scheme” 
whereby companies could pin 
an environment-friendly label 
on products which bad passed 
certain tests. Companies will 
not be obliged to submit their 
goods for approval under the 
scheme, but, in the era of 
green consumerism, those 
which fail to do so are in dan¬ 
ger of losing out 

The EC’s new European 
Environment Agency will have 
a key role in spreading the 
often patchy information about 
best environmental practices 
throughout Europe. The 
agency will now be at the fore¬ 
front of the drive to clean up 
the East, since agreement to 
allow Eastern European coun¬ 
tries to participate in its work 
was one of the main results of 
the Dublin conference. 

East Europe’s environment 
ministers surprised their coun¬ 
terparts in the West by not 
holding out a begging bowl at 
Dublin. Access to Western 
environmental technologies 
and information gathering pro¬ 
cedures was what they wanted. 
“In our country, we are just 
starting to build up an environ¬ 
mental protection system," 
said Mr Josef Vavrousek, the 
Czech Minister. 
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1992: REDRAWING THE MAP OF EUROPE 8 


IN THE five years since 
European Community Leaders 
launched their ambitious pro¬ 
gramme to create a unified EC 
market, the contours of the 
economic and industrial land¬ 
scape on which the new order 
is being constructed have 
undergone sweeping change. 

So far, however, the transfor¬ 
mation is due only indirectly 
to the impact of EC legislation. 
Though 149 of the 282 mea¬ 
sures in the EC’s internal mar¬ 
ket white paper had been 
approved by the Council of 
Ministers at the start of June, 
few are yet folly in force. 
Indeed, only 2V t years before 
the end-1992 deadline, only 18 
directives had received parlia¬ 
mentary ratification in all 12 
EC countries. 

Furthermore, tough bargain¬ 
ing lies ahead on a number of 
the 130-odd proposals on which 
the council has still to decide. 
Among the thorniest are indi¬ 
rect taxes and the liberalisa¬ 
tion of sectors including insur¬ 
ance, telecommunications 
services, pharmaceuticals and 
transport Little progress has 
yet been achieved, either, on 
energy, though this is formally 
not part of the white paper. 

However in, few, if any, sec¬ 
tors have companies waited on 
the completion of EC legisla¬ 
tion to position themselves in 
preparation for the single mar¬ 
ket. Indeed, the past few years 
have seen an explosion of 
restructuring, rationalisation 
and international diversifica¬ 
tion without precedent in 
Europe's industrial history. 


Guy de Jonquieres considers the likely effects of the single market 

Pressure on companies to strive for size 


Much of this activity is 
exactly what the authors of the 
1992 programme hoped to pro¬ 
voke. European companies 
have abandoned long-standing 
Inhibitions and ventured into 
each others’ home markets - 
both as competitors and as 
partners - while fragmented 
and overcrowded industries 
such as power engineering and 
telecommunications manufac¬ 
turing have been restructured 
into larger groupings. 

The prospect of 1992 has 
undoubtedly injected psycho¬ 
logical impetus into this pro¬ 
cess. However, many of the 
stimuli to which companies are 
now responding also stem from 
global forces which affect busi¬ 
nesses almost everywhere. 
Indeed, as the 1992 programme 
has advanced, it has come to 
look increasingly like a means 
of facilitating - rather than 
originating — change. 

In effect, the programme has 
coincided with the convergence 
of two trends. One is the ero¬ 
sion of barriers around estab¬ 
lished home markets brought 
about by technology, deregula¬ 
tion and shifting costs. The 
other is the decreasing ability 
of companies to survive simply 
on the basis of those home 
markets. 


The consequent drive to 
internationalise has lad Euro- 
pean companies to look well 
beyond European horizons. 
Despite the surge in intra-EC 
mergers and acquisitions last 
year. It was greatly exceeded 
by the number and value of 
deals made by European 
acquirers in the US. That dis¬ 
crepancy can only be partly 
explained by the greater open¬ 
ness of the American market 
to takeovers relative to many 
European countries. 

Nevertheless, for many Euro¬ 
pean companies, broadening 
and strengthening their Euro¬ 
pean base is an overriding stra¬ 
tegic priority. It is becoming 
clear that that objective can 
only be partly met by stepping 
up trade across EC frontiers, in 
many cases, companies have 
concluded that it requires a 
bigger presence on the ground, 
whether by mergers and acqui¬ 
sitions or by alliances. 

The approaches chosen are 
highly specific to individual 
industries - and often to the 
companies w ithin them - and 
axe closely related to their par¬ 
ticular economic circum¬ 
stances. Furthermore, some 
contradictory trends appear to 
be at work. 

In chemicals, for instance. 


which has already undergone 
substantial restructuring at a 
European level since the early 
1980s, an important aim among 
suppliers has been to sharpen 
the focus of their businesses. 
The shedding of peripheral 
operations and acquisition of 


for size. However, the trend 
raises a number of questions. 
Does size necessarily bring effi¬ 
ciency and strength? And wffi 
industrial concentration 
thwart the keener competition 
which many economists con¬ 
sider the- most salutary conse- 


Companles may have made takeovers to grasp 
a fleeting opportunity rather than because the 
acquisitions fitted well with their businesses 


Mergers and acquisitions 


Intra-EC cross-border. 1989-89 
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others has helped stimulate a 
vigorous market in cross-bor¬ 
der mergers and acquisitions. 

Increased specialisation has 
also been a trend in the elec¬ 
tronics industry, where compa¬ 
nies including Philips of the 
Netherlands, Thomson of 
France and Ericsson of Sweden 
have reversed earlier efforts at 
diversification and sought to 
concentrate selectively on 
“core businesses." 

By contrast, in other sectors, 
accelerated diversification has 
been the pattern. A stri king 
example bis been the primar¬ 
ily continental phenomenon of 
growing links between banks 
and insurance companies, both 
within countries and across 
borders. In the motor industry, 
Daimler-Benz has expanded by 
acquisition in defence, aero¬ 
space and electronics, while 
BMW has involved itself in 
aero-engine manufacturing- 

consumer industries, such 
as foods, drink and confection¬ 
ery, have been among Europe's 
most active cross-border 
acquirers. Their main objective 
has been to secure locally-es¬ 
tablished brand names and 
access to local distribution net¬ 
works. But the logic of that 
thrust is being challenged by 
the emerging trend for retail¬ 
ers to join forces across bor¬ 
ders to centralise purchasing. 

In parallel with outright 
acquisitions, there has been a 
surge in joint ventures and 
alliances, such as the pooling 
of the power engineering busi¬ 
nesses of Britain’s GEC and 
France’s Alsthom and the flood 
of recent deals between leading 
European airlines. 

A common theme in most of 
these developments is the 
search for scale. In almost 
every industry, companies 
argue that to survive on global 
markets they need rapidly to 
acquire the market share and 
productive apparatus to put 
them among the leaders in 
their particular sector. 

In a sense, this is a self-ful¬ 
filling argument. The more 
capacity becomes concen¬ 
trated, the greater the pres¬ 
sures on companies to strive 
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queues of a single market? 

For all the emphasis which 
businessmen place on the 
Importance of scale, it does not 
guarantee competitive dyna¬ 
mism. Philips, for instance, fa a 
world leader in lighting and 
consumer electronics, yet its 
recent profits record has been 
at best mediocre - and , since 
the start of this year, cata¬ 
strophic. 

There is also evidence that 
mergers and alliances are 
tricky to manage effectively. 
The failure of many large 
cross-border European mergers 
initiated in the 1970s, such as 
Dunlop-Pirelli in tyres and 
Hoesch-Hoogovens in steel, is a 
harsh reminder of the chal¬ 
lenge. 


Perhaps European compa¬ 
nies have learned some lessons 
from those experiences, such 
as the importance of establish¬ 
ing clear management control 
from the outset and of acting 
speedily to rationalise com¬ 
bined businesses. However, the 
recent teething troubles at 
CMB, the large packaging joint 
venture between Carnaud of 
France and Metal Box of 
Britain, suggest that even 
when these basic principles are 
implemented, management 
integration can remain a 
daunting faialr 

There are also grounds for 
suspecting that some cross-bor¬ 
der expansion may have been 
motivated more by opportun¬ 
ism than by clearly-thought- 
out industrial logic. In certain 
cases, companies may have 
been stampeded into making 
takeovers because they felt 
they had to grasp a fleeting 
opportunity rather than 
because the acquisitions fitted 
well with existing businesses. 

Several mergers and alli¬ 
ances have also been made pri¬ 
marily for defensive reasons. 
This has been particularly true 
in financial services, where 
medium-sized hanks in a num¬ 
ber of European countries have 
got together for fear that they 


would otherwise be taken over. 
It remains to be seen how far 
these links will yield tangible 
commercial benefits. 

Stm another category of 
industrial restructuring has 
been heavily influenced by the 
desire to defend vulnerable 
domestic market positions. 
This fa particularly true in sec¬ 
tors which have been heavily 
protected from competition 
and ruled by monopoly-monop¬ 
sony relationships. 

Defence contracting fa a par¬ 
ticularly obvious case. Soaring 
development costs,. coupled 
with the prospect of declining 
defence budgets, have recently 
spurred a concentration of sup¬ 
plier industries at national 
level and the development of 


competition. 

. How far the workings of the 
single market are threatened 
by industrial concentration 
will depend In large measure 
on competition policy. The 
European Commission, after 
many years of lobbying, has 
persuaded EC governments to 
give it increased powers to con¬ 
trol large mergers, which will 
come into force next Septem¬ 
ber. Simultaneously, some 
national authorities, notably in 
the UK and France, are also 
starting to stiffen their policing 
of mergers- 

Against that, the idea of 
breeding European large 
“champions" also continues to 
exert considerable appeal The 
West German Government 
overruled objections by its Car¬ 
tel Office to Daimler-Benz's 
takeover of the MBB aerospace 
group, while the EC has 
awarded extensive subsidies 
and trade protection to such 
companies as Philips and 
Thomson in the belief that 
they would thereby be 


cross-border collaborative alii- strengthened in competition 
ann»L against non-European rivals. 

Simultaneously, the prospect More time will be needed to 
of liberalisation of air trass- judge how far the efficiency 
port has stimulated a spate of and competitiveness of Euro¬ 


mergers, cross-shareholdings 
and collaboration agreements 
between European airlines. 
The carriers argue that these 
deals are designed to 
strengthen them against inter¬ 
national competition. Critics, 
however, argue that these 
agreements amount in many 
cases to collusive non-aggres¬ 
sion pacts designed to pre-empt 


pean industry has benefited 
from the rapid changes of the 
past few years. Restructuring 
has been greatly assisted by 
the resurgence of growth since 
the mid-1980s. However, the 
buoyant economic dimate has 
also increased companies’ mar¬ 
gin for error. The real test may 
have to await the next down¬ 
turn in the economic cycle. 


Kevin Done on the prospects for car and truck makers 

The weak cannot stand alone 


JOCKEYING FOR position in 
the world auto industry has 
intensified as the leading car 
and truck makers seek to face 
up to the challenges of fierce 
competition in the 1990s. 

Even the biggest players 
realise that they cannot stand 
alone in the coming decade. 
Further consolidation of the 
world industry is occurring in 
a rapid-fire series of takeovers, 
mergers, alliances and co-oper¬ 
ative ventures. 

Car makers around the globe 
face tiie pressures of Japanese 
competition, rapidly rising 
research and development 
costs, tougher environmental 
regulations; the challenges of a 
single European market and 
the opening up of East Europe. 
It Is not a climate in which the 
weak can survive alone. 

The prospect of a single car 
market in Europe, however 
imperfect it may be given the 
obvious Intent of Community 
governments to continue some 
restraints on Japanese car 
imports, is only one of the cat¬ 
alysts for change facing 
Europe’s vehicle makers. For it 
is to Europe, at the beginning 
of the 1990s, that the focus of 
restructuring has moved. 

Ford has taken over Jaguar, 
the UK luxury car maker for 
£1.4bn, General Motors has 
taken a 50 per cent stake and 
management control in the 
loss-making Saab car 
operations, and Renault of 
France and Volvo of Sweden 
are entering an ambitious alli¬ 
ance encompassing their car 
and truck operations. 

In trucks the Austrian Steyr 
operations have been bought 
by MAN of West Germany 
which, with Daimler-Benz, 
plans to acquire Spain's Enasa. 
though that deal has been chal¬ 


lenged by German and EC 
competition authorities. Iveco, 
the flat subsidiary, is setting 
up a joint venture with Ford to 
run the US group’s heavy 
truck operations. 

Jaguar and Saab were only 
the latest small volume pro¬ 
ducers in Europe to accept that 
independence was no longer 
tenable. Before them Alfa 
Romeo and Ferrari had been 
swallowed by Fiat, and SEAT 
of Spain was absorbed by 
Volkswagen. The smaller spe¬ 
cialists had already fallen, 
Lotus to General Motors, Aston 
Martin to Ford and Lamborgh¬ 
ini to Chrysler. In recent 
months Flat has virtually com¬ 
pleted its monopoly position in 
the Italian motor industry by 
tak ing effective control of Mas- 
erati and Innocent! 

Mr Pehr Gyllenhammar, 
chairman of Volvo, who is 
lead ing the Swedish group into 
the alliance with Renault, 
maintains that “the economies 
of scale lie not primarily in 
production but In technology 
development and product 
development We have big 
advantages to gain in these 
areas and in purchasing.” 

According to Mr Roger Holt- 
back, head of Volvo’s car 
operations, "when you see 
sky-rocketing development 
costs and increased globalisa¬ 
tion, you must have the neces¬ 
sary volumes and engineering 
capacities.” 

For Mr Raymond Levy, 
chairman of Renault, several 
pressures are forcing the pace 
of auto industry collaboration: 

• the danger erf a downturn in 
the record European car and 
truck market, 

• questions of “the very 
acceptability of the automo¬ 
bile”, its effects on the environ¬ 


ment with air pollution, noise, 
traffic congestion and safety, 

• the quickening pace of tech¬ 
nological change, sharply ris¬ 
ing R&D costs, the launching 
of new models at closer and 
closer intervals, 

• the ballooning of capital 
expenditures and marketing 
costs "as competition becomes 
more fierce with the attendant 
risk of a price war”, 

• and, overshadowing all 
these elements, the Japanese 
threat, the building of Japa¬ 
nese production and engineer¬ 
ing capacity inside Europe, and 
the expectation that Japan’s 
share of the European market 
could rise to 18-20 per cent 


The possible 
elimination erf one 
of Europe’s 
volume car players 


from around 11 per cent at 
present (945 per cent within the 
European Community), imply¬ 
ing the possible elimination of 
one of the present volume car 
players In Europe, whose 
shares vary between Renault’s 
10.4 per cent and VW*s and 
Flat's 144) per cent 

So far, the US car makers 
have been bearing the brunt of 
Japanese competition, as cars 
have rolled in increasing num¬ 
bers off the lines of the Japa¬ 
nese assembly plants devel¬ 
oped in North America during 
the second half of the 1980s. 

However, the focus of 
Japan's effort to build a global 
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car production base has 
already turned to West Europe. 

Nissan, Toyota and Honda 
are developing car plants in 
the UK, and Mazda and Mitsu¬ 
bishi are expected to announce 
their first moves into European 
production later this year. 

It is unclear to what extent 
the North American experience 
in components will be repeated 
In West Europe. Japanese 
vehicle assemblers have 
riafwierf that they will seek to 
use existing components mak¬ 
ers in Europe to supply their 
local assembly plants, but 
some giants of the Japanese 
automotive components indus¬ 
try are determined to follow 
the assemblers by breaking 
into the European market. 

In theory the single market 
should spell the end of the long 
era of protectionism in Europe, 
which has allowed West Euro¬ 
pean car makers to shelter 
behind quota restrictions - 
official and unofficial - 
against Japanese car imports 
in leading European markets, 
Italy, France, Spain, and the 
UK as well as In Portugal, 

- The European Community is 
still in disarray over the for¬ 
mulation of a motor industry 
trade policy, however, 
alth ough the contours of a pos¬ 
sible consensus have begun to 
emerge in recent days. 

After bitter wrangling in 
Brussels, EC governments 
have authorised the European 
Commission to negotiate “tran¬ 
sitional” restraints on Japa¬ 
nese car sales after 1992. The 
Commission judges such 
arrangements politically neces¬ 
sary to persuade Britain, 
France, Italy, Portugal and 
Spain to eliminate long-stand¬ 
ing national import curbs, 
which are incompatible with 
the planned single market. 

It does not aim to enshrine 
the restraints in a formal 
agreement Instead, it fa seek¬ 
ing a bilateral deal, whereby 
Japan would undertake to 
“monitor*' its car sales in 
Europe, so as to keep them 
within EC-prescribed limits. 
Japan has indicated that it will 
contemplate some restraints on 
exports, though not beyond the 
end of the century. 

Exactly how these arrange¬ 
ments might operate has yet to 
be determined. But once the 
EC’s internal customs barriers 
fall, ways would have to be 
found to stop leakage of Japa¬ 
nese cars from open markets 
such as West Germany to pro¬ 
tected ones. Current thinking 
favours reliance on national 
registration controls or com¬ 
mitments by dealers to seQ the 
cars only to their home mar¬ 
kets. Both measures would seg¬ 
ment the single market for the 
EC’s most important industry. 

The most contentious issue, 
though, concerns Japanese- 
owned EC “transplants”. The 
Community wants in effect to 
include these in the overall 
restraints by counting their 
output against total direct 
imports from Japan. Such a 
stance would still allow the UK 
Government to Insist that UK- 
built Japanese cars gain free 
access In all EC markets. 

In. recent months the Surry 
of deal making in the Euro¬ 
pean auto industry has moved 
into Eastern Europe, a market 
for long virtually closed to 
Western vehicle makers. 

Leading car and tr u c k mak¬ 
ers are anxious not to be 
excluded from the opportunity 
to carve out a presence in this 
suddenly emerging market, but 
at the same time are uncom¬ 
fortably aware of the enormous 
costs and political uncertain¬ 
ties involved in modernising 
Eastern Europe's antiquated 
car and truck industries. 

The pace fa unremitting, and 
the decade of the 1990s fa not 
for the faint-hearted , in the 

European auto industry. 
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FT WAS quite a party in tie 
worlds capital markets but it 
went ^ on top - long. -., There 
seemed'ho end to it company 
takeovers of unprecedented 
size-financed, by debt, stock 
and land-price booms financed 
by credit Clearing up the mess 
wm.preoccupy inaniy in . the. 
coming decade. . ' ' "• 

Quite why companies and 
individuals in the. industria¬ 
lised countries built up their 
debt to such high levels is not. 
completely clear. Perhaps the 
effects of a long period of unin¬ 
terrupted ecxmomic growth dis¬ 
torted expectations about 
returns on investment. 

But their ability to do so was 
facilitated by the increasing 
international mobility of capi¬ 
tal,. following the abolition of 
exchange contrails in one'coun¬ 
try after another. This, in .turn 
brought abouta kind of.com¬ 
petitive deregulation of finan¬ 
cial markets and' an opening 
up to foreign competition.. 

Huge Investments by banks 
and securities houses attempts 
ing to establish-a “global” pres¬ 
ence was one consequence 
This increased competition and 
capacity at a tiine. when 
another development - the 
advance of technology and 
computing - was redncbag the 
“spedalpess” of banks and,' to 
a ., lesser. extent, ^securities 
bouses. ■ ; ' ' ; - 

As the 1 president of the Fed-', 
eral Reserve Bank of New 


York, Mr Gerald Corrigan, has 
said:' “The historic value of the 
banking franchise is under 
great pressure.Tbe institution- 

- alisation of savings, the securi¬ 
tisation of fi««nniaT assets and 
liabilities, riie easy access to 
iuforinafiorq about the credit- 
worthiness of individual bor¬ 
rowers-: I . are all symptomatic 
of arapidly changing banking 
and financing environment, 
which has unquestionably 
undercut the once-considerable 
value of the banking fran¬ 
chise.” 

.. This is undoubtedly more 
\ true at rite; US than it is of 
Germany -or Japan. It is also 
more worrying to banks than to 
securities firms; but - as . Mr 
-Conigan poiziteout -. it is also 
a matter that should worry the 
securities houses: “We now 

- have instances where firms 
‘ with particularly strong credit 

ratings are able to place their 
..own commercial paper directly 
with institutional and other 
investors, thereby by-passing 
. not only the commercial bank¬ 
ing system but also the invest¬ 
ment bmiking industry.” 

Indeed, financial intermedi¬ 
aries as a whole did their 
. image no favours in the L980s. 
Insider trading scandals, mar¬ 
ket, manipulation and 
high-pressure salesmanship, 
great companies being forced 
into. “play”, share trading 
strategies that were seen as 
causing market volatility, are 


just a few examples of the 
..activities which have led many 
to distrust banks and securities 
houses. 

US investment managers, 
such as Mr James Coxon, of 
Cigna Investments, presiding 
over $66bn of assets, say they 
have-become disaffected with 
securities houses. Much of 
Wall Street pays lip service to 
serving its customers, but is in 
fact increasingly in competi¬ 
tion with them. Their com¬ 
plaints are echoed, if in some¬ 
what more muted tones, across 
the Atlantic. 

Indeed, some houses seem to 
have decided that the only way 
to boost returns in an over¬ 
crowded market is through 
aggressive trading strategies. 
But it is risky and suggests 
that even Wall Street is run¬ 
ning out of ideas. The New 
York Fed chief is worth quot¬ 
ing again: 

“We have, in my view, 
excess capacity In large seg¬ 
ments of banking and finance 
fin the US]. This same condi¬ 
tion appears to exist interna¬ 
tionally, at least in some seg¬ 
ments of the wholesale 
markets. The symptoms of this 
condition abound in razor-thin 
spreads, pinched margins and, 
perhaps especially, in the trou¬ 
blesome manner in which we 
see vast amounts of very 
short-term chu rning and trad¬ 
ing in so many segments of the 
financial markets.” 

According to the US Securi¬ 
ties Industry Association, the 
return on equity in US securi¬ 
ties firms dropped from 50 per 
cent in 1980 to an average of 7 
per cent between 1987 and 1989. 
“Securities firms,” it says in a 
review of the decade, "could 
have fared better by placing 
their capital in Treasury or 
corporate bonds which face 
minimal risk compared with 
the volatile and high risks of 
the securities industry.” 

This would, as Mr Corrigan 
points out, “clearly imply that 
we will have to go through a 
period of at least some consoli¬ 
dation in banking and 
finan ce." Few would disagree, 
hut there would be less agree¬ 
ment on how that consolida¬ 
tion will come about in a 
period when, as the Bank for 
International Settlements has 
pointed out. there exists 
“greater fragility in the finan¬ 
cial sector”. 

In its annual report, pub¬ 
lished last month, the Bank - 
the main international forum 
for central banks - points to 
the “increasing vulnerability of 


Martin Dickson on US life after junk bonds 
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Cash is king but equity 
has a substantial role 


WITH BANKRUPTCY taking 
an ever greater toll of US com¬ 
panies which leveraged them¬ 
selves up to the hilt in the 
heady days of the takeover 
boom, it is hardly surprising 
that today it is much more dif¬ 
ficult raising funds -for an 
American bid. 

Difficult but not impossible 
- provided yon. are a wefl-re- 
spected management running a 
well-positioned company and 
have good strategic arguments 
to present to potential inves¬ 
tors or lenders. 

What is virtually impossible 
is raising funds for a bid if you 
are a “financier”-or an “entre¬ 
preneur” - the polite way of 
describing the quick-fire take¬ 
over artists of the 1980s who 
were not so much interested in 
what a company did as how 
profitably they, could dismem¬ 
ber its assets. 

The mature 1980s form of the 
financially-engineered takeover 
involved a bidder getting the 
backing of an investment bank 
which would agree to provide a 
“bridging loan” of funds suffi¬ 
cient for him to launch rapidly 
ah all-cash tender offer for the 
target That loan would later 
be transformed into junk, or 
high-yield, non-investment 
grade bonds, which the invest¬ 
ment banks would distribute to 
a wide range of investors. 

But since the collapse of the 
junk market last autumn, leav¬ 
ing institutional investors with 
paper worth billions of dollars, 
trading way below its par 
value,- the high-yield market 
has not been the place to look 
for bid finance. 

So what does the acquisitive 
company do? That depends on 
both the nature -of the bidder 
and its target In some cases. 


equity, Le., ordinary shares, 
can play a role. Throughout 
the 1980s, the issuing of shares 
’ by a predator company played 
virtually no role in US bid fin¬ 
ancing - unlike the UK, where 
it was the predominant form of 
payment until the 1967 stock- 
market crash. 

In the US, with its large 
(though nowadays much chas¬ 
tened) group of Wall Street 
arbitrageurs, who invest in bid 
stocks with the hope of a quick 
return, there is not much 
appeal in getting one compa- 

The buy-out that 
employees at UAL are 
trying to organise by 
early August will be 
an interesting test of 
market receptiveness 


ny*s shares in return for anoth¬ 
er's. Cash has always been 
king. 

That said, equity can be 
deployed in some situations, 
notably an agreed merger 
between two businesses, where 
the chance of a rival offer is 
remote, or impossible, and 
there is clear sense in the com¬ 
panies combining their 
strengths.. This was the case 
with, the recent insurance 
broking merger proposal 
between Britain's Willis Faber 
and New York-based Corroon 
& Black, where Willis Faber's 
bid was entirely with its own 
shares. 

And while paper bids are the 
exception lor quoted US com¬ 
panies, equity can be used - 
at least, in part payment - in 
offers for private companies. 







This, for example occured in 
the recent takeover by ConA¬ 
gra of follow food group Bea¬ 
trice, which was sold for $l-3bn 
by Kohlberg Kravis Roberts, 
the buy-out specialists. 

ConAgra's payment was 
made up of S626m in cash. 
8355m in ConAgra shares and 
$355m in two series of pre¬ 
ferred stock. This package 
worked because ConAgra was 
unwilling to pay all rash and 
EKR, which has long sought a 
buyer for Beatrice, was pre¬ 
pared to take a large slice of 
ConAgra shares. 

Still, investment bankers 
suggest that this construction 
may be the forerunner of simi¬ 
lar deals involving the sale of 
privately owned businesses. 
“But the seller has to be com¬ 
fortable with the paper he is 
getting, ” says one banker. 
“This will give companies with 
well-perceived managements 
and good track-records a com¬ 
petitive advantage when trying 
to strike deals.” 

However, in bids for public¬ 
ly-quoted companies the con¬ 
sideration usually has to be in 
cash, and that means various 
combinations and layers of 
debt, provided mainly by the 
commercial banks, although 
institutional investors are still 
willing to assume large 
amounts of subordinated debt 
for the right borrower. 

One of the larger bids of this 
year, that by Georgia Pacific 
for fellow papermaker Great 
Northern Nekoosa, involved 
Bank of Ame rica and a syndi¬ 
cate of domestic and interna¬ 
tional h anks putting together a 
$4.5bn facility, allowing the 
bidder to make the offer. 

Georgia Pacific has recently 
refinanced this through a Slbn 
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EN remove 
Stock-quotation equipment 
from the office s of the 
junk-bond giant Drexel 
Burnham Lambert, in lower 
M an h at t a n, on February 14 
this year. 
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The fern’s collapse has 
added urgency to talks 
between regulators, who 
agree that the risks 
inherent in die global 
securities Industry demand 
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the financial sector to a slow¬ 
down in economic activity and 
to possible further rises in 
interest rates”. 

All these factors have 
prompted greater official scru¬ 
tiny of the financial markets 
by regulators and bank super¬ 
visors - which has had a sig¬ 
nificant influence already on 
the behaviour of h anks and 
securities firms (something 
which brings its own dangers). 

Yet while there is undoubt¬ 
edly a reaction now under way 
in the international capital 
markets to the excess of the 
19S0s. in no way can they 
revert to some previous state. 
Unglobalising the capital mar¬ 


asset securitisation, a public 
offering of 8600m of credit-sen¬ 
sitive notes and debentures, 
and a $4bn credit and revolv¬ 
ing loan facility led by Bank of 
America. 

Nor are management buy¬ 
outs impossible if the size of 
the company is not too great 
and the consideration does not 
involve junk bonds. For exam¬ 
ple, Forstmann Little, the 
buy-out firm which has fought 
a long and lonely battle 
against junk bonds, put 
together an 8825m buy-out of 
Gulfstream Aerospace from 
Chrysler earlier this year. 

Some 8400m of that came 
from Forstmann Little - 
8300m of subordinated debt 
with a relatively low rate of 
interest, mostly from large 
pension funds, and SlOOm in 
equity from the managers of 
the company, from Forstmann 
and the debt investors, who 
thus get a slice of the potential 
equity return. The banks pro¬ 
vided the remainder of the 
funds. 

The key to all this remains 
the quality of the company to 
which the banks and institu¬ 
tions are lending, and that 
increases the importance of 
their in-house credit analysis 
- much of which was remark¬ 
ably lax in the days of the junk 
boom - and of the credit-rat¬ 
ing agencies. 

An interesting test of the 
market's receptiveness will be 
the buy-out that employees at 
UAL, the parent company of 
United Airlines, are trying to 
organise by early August. A 
management-led buy-out 
attempt at UAL collapsed last 
year, partly because the price 
was pitched far too hi g h , partly 
because Of the tight marg ins 
on the loans, and partly 
because of the unusual method 
of loan syndication used: h anks 
were told they would have to 
syndicate their exposure on 
their own, which led to a con¬ 
fusing free-for-all. This time , a 
more ordered syndication 
seems more likely.' 

' The hanks, which have suf¬ 
fered a loss of fee income from 
the drying up of the buy-out 
pool, would be keen to see a 
UAL deal breath some new life 
into the market - provided the 
terms are right and the risks 
not too scary. But while the 
buy-out management team 
exudes confidence, the com¬ 
pany they are asking investors 
to back will be hi g hly lever¬ 
aged and in a highly cyclical, 
capital-intensive business. 

Japanese banks, which killed 
off last year’s bid, are likely to 
be wary of committing large 
amounts of money to a new 
bid, particularly one where 
unions will end up having a 
substantial say in the running 
of the business. The employees 
have a great deal of wooing to 
do. 


kets is not an option, and in a 
large and complicated world 
there are clearly opportunities. 

The changes evident in the 
1960s are not yet complete. In 
the next five years, the remain¬ 
ing barriers between banking 
and the securities business, in 
both the US and Japan, are 
likely to be lifted formally. In 
the US, interstate banking will 
become a reality. 

The development of the 
derivatives markets should, if 
carefully managed, allow for a 
better distribution of risk in 


the financial system, though it 
brings its own dangers. The 
interest of regulators will con¬ 
tinue to drive banks to attempt 
to move assets of their balance 
sheets, providing a motivation 
for the continued growth of the 
market in struct tired securities 
- securities fashioned out of 
repackaged financial assets. 
But as this market grows, so 
the rewards to intermediaries 
will decline. 

The institutionalisation of 
savings seems unlikely to be 
reversed. Those markets cater¬ 


ing to institutions rather than 
individuals - such as the US 
private placement market, 
which grew 10-fold to $200bn in 
the 1980s - thus are likely to 
gain further in importance, 
helped by new Securities and 
Exchange Commission rules. 

There will be interest, too, in 
new markets such as east 
Europe. Sensitivity to the risks 
of investment in these markets 
seems likely to rule out for 
now a significant commitment 
of capital, but banks and secu¬ 
rities firms are likely to be 
most comfortable following the 
lead of the corporate custom¬ 
ers. Interest more generally in 
the “emerging markets” of east 
Europe and the developing 
world seems likely to grow as 
international investors seek to 
diversify risk and increase 
th ei r returns. 

Japan's influence on the 
international markets has 
grown significantly in the 
1980s. That growth seems 
unsustainable, but the Japa¬ 
nese are already hugely impor¬ 
tant. The Japanese banks' 
retreat from leveraged lending 
in the US and their subsequent 
extreme caution in the interna¬ 
tional lending market is 
already having a big interna- 
tfnnal impact. 

Profit margins for banks and 
securities houses in Japan 
seem likely to shrink, follow¬ 
ing their counterparts abroad. 
This trend will be intensified 
by the likely abolition of fixed 
commissions. 

Another important trend will 
change the look of many of the 
world’s capital markets in com¬ 
ing years - the switch to 
screen-based trading is likely, 
in time, to render obsolete 
many of the futures and stock 
market trading floors. They 
will also liberate these markets 
geographically, but subject 
them to vertical competition 
with information vendors such 
as Reuters and even the power¬ 
ful world telecommunications 
concerns. 

This will provide a continued 
and an ever-more complex 
challenge for the world’s secu¬ 
rities and banking regulators. 
Their co-operation will have to 
intensify, both across borders 
and within countries. As they 
move into a decade where the 
fragility of the financial system 
is already an issue of some 
concern, their job will be so 
much tougher. 
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Gulf investment Corporation continues to spearhead the spirit of enterprise in the 
GCC states by turning potential industrial and agribusiness opportunities into 
profitable equity investments. 

We have successfully transformed opportunities into essential key industrial and 
agribusiness projects ranging from the production of aluminium coil to the 
maintenance of aircraft and their engines. 

We are consistently identifying, evaluating and supporting new and existing projects, 
encouraging the private sector to participate in the continuous task of industrial and 
agribusiness expansion, which we additionally support with ‘hands on' expertise, 
lending, and arrangement of financial engineering and advisory services. 

Our broad multi-currency deposit base positions us prominently in local and 
international markets and our comprehensive portfolio incorporates both internatio¬ 
nal bonds and equities. A wide range of investment and advisory services are provided 
to both the public and private sector. 

Gulf Investment Corporation is continuing its efforts for industrial diversification 
through the sound investment strategies it develops in partnership with local and 
international interests under the auspices of its owners, the six GCC Country 
Governments. 

The potential for growth and profits in the Gulf is large. We are increasing our efforts 
to tap these opportunities. 

Gulf Investment Corporation is the source of expertise, resources and knowledge. 
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w GULF INVESTMENT CORPORATION 

The new shape of investment in the Gulf 

■Mall; P.O. Box 3402. Sabi 13035. Kuwait * Courier: Join! Banking Centre. Kuwait Real Estate Bank Budding. Kuwait • 
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Asset securitisation in Europe has followed the US pattern 


Pointers to expansion 


ASSET-BACKED deals have 
been relatively slow to take off 
In much of western Europe. 
The lack of a clear regulatory 
framework, coupled with suspi¬ 
cion among investors, were 
hurdles which have only 
recently been removed. 

Only in the last few weeks 
has there been evidence that 
the market can sustain regular 
Issuance involving a range of 
different secured assets at a 
variety of maturities. Even 
now, however, putting deals 
together is a daunting task and 
many forecasters are re-writing 
their predictions of exponential 
growth in the sector. 

Many European houses see 
the pressure for the growth of 
asset securitisation as coming 
mainly from US specialists, 
rather than end investors. The 
rush of US financial-guarantee 
insurance specialists into Lon¬ 
don in recent months is a sure 
sign that they feel the market 
is due to expand. 

Financial Security Assur¬ 
ance has been in London for 
around 18 months, but was 
joined in March by Capital 
Markets Assurance Corpora¬ 
tion (CapMAC) and Financial 
Guaranty Insurance. All three 
specialise in providing credit 
enhancement to asset-backed 
deals to ensure the paper car¬ 
ries a trlple-A rating. 

Credit judgments are the key 
to the assetbacked market In 
a report last year, Moody's 
Investor Service, the interna¬ 
tional rating agency, predicted 
that the -first wave of struc¬ 
tured deals would carry top 
credit ratings and that has 
largely been the case. 

For example, one of the lat¬ 
est large asset-backed deals to 
emerge is the 8500m five-year, 
fixed-rate wholesale auto 
receivable-backed certificates, 
launched by Swiss Bank Corpo¬ 
ration through a special-pur¬ 
pose vehicle known as 
DEALRs Wholesale Trust. 

The key to this deal is that 
the loans, owned by Chrysler 
Corporation which was the 
subject of an embarrassing 
credit downgrade just after 
news of the H«ai became pub¬ 
lic, are not typical retail auto 
loans. 

Rather, they are loans to 
Chiysler's dealers, a group 
which has a minute historic 
default rate compared with 
typical consumer loans. This 
meant a relatively straightfor- 
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ward credit enhancement pack¬ 
age, including a Letter of 
Credit from SBC, could ensure 
a triple-A rating. 

One feature of this year's 
rush of deals has been the care 
with which they are being mar¬ 
keted to underwriters and syn¬ 
dicators alike. When Salomon 
Brothers brought its credit 
card-backed deal for Citicorp, it 
preceded the launch with an 
extensive education pro¬ 
gramme in an attempt to 
gn BT jrp maTimirm understand¬ 
ing of the structure and the 
risks. SBCs Chrysler deal was 
the subject of a similar road¬ 
show. 

By contrast, Goldman Sachs 
ran into sharp criticism when 
it launched an unusual fixed- 
rate packaged deal for ESOP 
Trust, where the collateral con¬ 
sisted of employee stock own¬ 
ership plans owned by e™* 1 
Corporation; it gave underwrit¬ 
ers the same notice that 
applied to a normal Eurobond 
issue, a deadline which offi¬ 
cials at rival houses said was 
insufficient to judge the struc¬ 
ture and give investors an 
accurate evaluation. 

The general concern to mar¬ 


ket deals carefully reflects the 
continued Investor reticence 
when faced with bonds carry¬ 
ing complicated structures and 
terms. Thus, while many syn¬ 
dicate officials are privately 
pinning their hopes on the 
asset-backed sector as the 
long-term saviour of the Euro¬ 
bond market, they axe aware of 
the medium-term difficulties 
they face. 

This lends piquancy to the 
arguments over whether a sim¬ 
ple senior-subordinated struc¬ 
ture is more appropriate in 
Europe than third-party credit 
insurance. Advocates of each 
method argue that it is easier 
for investors to understand. 

For the specialist insurers 
the danger is clear. If they are 
involved in too many deals, 
they could over-expose them¬ 
selves in the market, frighten¬ 
ing investors away from paper 
carrying their guarantee. 

There is also the danger that 
they might guarantee an issue 
which fails to light the touch- 
paper of investor interest, so 
that their name is associated 
with pooriy-performing securi¬ 
ties. 

This problem hit Financial 


Security Assurance late last 
year, when it guaranteed the 
main tranche of an innovative 
repackaging of US leveraged 
buy-out loans. The 5500m 
eight-year floating-rate deal, 
underwritten and syndicated 
by BNP Capital Markets, was a 
classic example of the asset- 
backed issue. 

It was secured by a pool of 
loans provided by a group of 
banks, anxious to remove the 
loans from their balance sheets 
and free up capital for other 
purposes. After an apparently 
steady launch, the deal ran 
into significant resistance from 
investors and began to trade 
badly. FSA found its name in 
the limelight 

FSA is now operating a tem¬ 
porary moratorium on insuring 
further floating-rate Issues, 
saying that it does not want to 
over-supply the market It is 
concentrating on fixed-rate 
deals. 

Asset securitisation in 
Europe has followed the pat¬ 
tern of the US market growing 
out of the packaging of residen¬ 
tial mortgages ana gradually 
becoming more sophisticated. 
In individual markets, this has 
meant sometimes rapid devel¬ 
opment towards auto loans and 
then more complex deals. 

In France, the third deal 
under the socalled titrisatum 
laws allowing securitisation, 
was launched early in June by 
a joint venture between Soctete 
Gdndrale and Merrill Lynch. 

The FFr900m (8160m) in 
floating-rate bonds was backed 
by consumer loans belonging 
to Cetelem, a subsidiary of 
Compagnie Bancaire. A subor¬ 
dinated tranche of FFrlOOm 
protected the credit rating bn 
the senior tranche. 

In Bally, issuance has been 
hindered by what bankers 
describe as a mass of complex 
and archaic laws which require 
each deal to have a unique 
structure. Citicorp managed to 
launch a successful issue via 
its Chariots vehicle, but other 
would-be issuers have been 
less visible. 

One sector still regarded as 
promising is consumer auto 
loans, which in Italy have rela¬ 
tively long average lives 
because of the strict penalties 
borrowers face for prepay¬ 
ments. 

Andrew Freeman 
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The banks 1 caution in corporate lending is creating problems ^ 


Tougher times expose the r 
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IN INTERNATIONAL banking, 
a year can make a world of 
difference. 

Twelve months ago, new 
deals for corporate customers 
were flowing in the syndi¬ 
cated-lending business. Now, 
the deal flow has dried up, and 
lending to anything but the 
best corporate borrowers Is 
regarded with extreme caution. 

Some lending banks are 
becoming so cautious that, in 
the extreme, their actions are 
precipitating difficulties for 
weaker companies. 

The parallels with tide "con¬ 
tagion effect” that preci p itated 
a debt crisis in countries with 
little in common with Mexico 
after 1982 are obvious. In both 
cases, hanks failed to distin¬ 
guish appropriately between 
different quality borrowers in 
the good years. In the bad 
years, their actions were 
hardly more subtle. Differenti¬ 
ation emerged between the 
best and the rest But for the 
rest, that differentiation was 
manifested in a severely 
reduced access to credit, rather 
than through a higher price. 

Tougher times have laid bare 
some of the shortcomings of 
international banking practice 
of the 1960s, which have spread 
™iniy from the US. This prac¬ 
tice was based on a hanking 
philosophy that put the trans¬ 
action first. Arranging the deal 
was what produced the fees. 
Even lending money - except 
where it provided the catalyst 
to get the deal dome - became 
unfashionable. 

Many banks specialised in 
arranging deals. Although they 
lent money, they often quickly 
passed on that exposure to the 
willing hordes of smaller banks 
looking to book bank assets. 
Leading banks would often 
sldm off or part of the interest 
margin before passing on the 


How could they justify using 
their traditional banks when 
they were being offered some¬ 
thing far cheaper outside? 
Unsurprisingly, all this ate 
away at the historical relation¬ 
ships between companies and 
thefr banks. 

These historical relation¬ 
ships were further under¬ 
mined. particularly in the UK. 
by the offers to consolidate all 
bank credit lines into one, 
often aggressively-priced, 
banking facility. This would 
provide a stand-by credit, for 
which banks would be paid a 
facility fee. It was often accom¬ 
panied by a tender panel of 
banks, which were not commit¬ 
ted to lend but would bid for 
the company's paper or to 
make advances. This, at least 


would often come to less than 
20 points. The Bank of 
England warned that compa¬ 
nies would probably m ost ne ed 
to draw on these underwritten 
facilities at the time when the 
aggressive pricing was most 
out of fine with prevailing mar¬ 
ket conditions. 

The aggressive pricing of 
such MOFs was justified inter¬ 
nally by banks, because they 
would supposedly be first in 
line for more profitable bank¬ 
ing and finance business from 
the customer. Given the fre¬ 
quency with which this c laim 
was made by bankers, there 
was presumably some troth in 
it 

Confidence in corporate 
lending began to be shaken by 
the interest being taken by 
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Confidence In corporate lending began to 
be shaken by the Interest being taken by 
banking regulators in the US, UK and Japan 
on leveraged lending. It had been clear that, 
while the returns often did not reflect it, the 
level of debt created was growing 


It was a process in which the 
corporate borrowers them¬ 
selves played a big part, and 
for understandable reasons. 


in the early stages, usually pro¬ 
vided very competitive finance, 
which meant the underwritten 
bank facilities were hardly 
used. 

Originally, such funding 
arrangements - known as 
multiple option facilities, or 
MOFs - were aimed only at 
the highest quality corporate 
borrowers. But in the scramble 
for business, banks pushed fur¬ 
ther down the credit ladder to 
find new candidates. 

There was a flood of such 
facilities in 1986 and 1987, par¬ 
ticularly in the UK, when pric¬ 
ing was at the bottom of the 
cycle. Faculty fees dropped in 
some cases below 5 basis 
points - meaning that to keep 
a £100m underwriting commit¬ 
ment in place for a year would 
cost a company £50,000. If the 
facilities were drawn, all-in pri¬ 
cing over interbank rates 


banking regulators in the US, 
UK and Japan on leveraged 
lending . It had been clear that, 
while the returns often did not 
reflect it, the level of debt cre¬ 
ated in such transactions was 
growing. 

This doubt grew with the 
failure of an important lever¬ 
aged syndication of a proposed 
buy-out for UAL, and was 
cemented by the collapse this 
year of the junk-bond special¬ 
ist, Drexel Burnham Lambert. 

At the same time, difficulties 
being faced in the UK by a 
number of highly-priced lever¬ 
aged buy-outs also surfaced. In 
tike UK, and subsequently else¬ 
where, interest rates rose, not 
only increasing corporate 
interest burdens but hitting 
their businesses. 

All this made banks more 
cautious. But on top of that, 
Japanese banks - whose par¬ 


ticipation had essentially 
underpinned the syndicated 
loans market - began to get 
nervous. The nervousness was 
exaggerated by the drop in Jap. 
ariose share prices and the pro¬ 
spective implementation of 
tougher capital requirements. 

So what had happened? Com¬ 
panies facing financial difficul¬ 
ties found they had been rely¬ 
ing on uncommitted creditors, 
whose support dried up. At 

this point, the underwritten 
portion of the MOF was meant 
to provide the credit Bat - 
because the margins were so 
tight, compared with the per¬ 
ceived risk - some banks were 
looking for ways to get out of 
the commitment Technical 
breaches of covenants provided 
just this escape. 

Other companies were left 
with banks with which they 
had a transactional” relation¬ 
ship. Many banks in the origi¬ 
nal syndicate had passed on 
their exposure to others. In 
both cases, because of the 
changes in the loans market 
which had taken place over the 
previous five years, the inter¬ 
ests of bank and their corpo¬ 
rate customers diverged - to 
the detriment of both barrows’ 
and lender. 

These problems will presum¬ 
ably now tend to push bank 
and customer closer together. 
Some bankers are already 
claiming the rebirth of “reta- 
tinns hip hanking" and painting 

out that the corporate difficul¬ 
ties in the Anglo-Saxon coun¬ 
tries are not replicated in those 
countries, such as Germany 
and Japan, where there are 
strong ties between bank and 
customer. 

Others, perhaps wisely, 
remain sceptlcaL Hie funda¬ 
mental overcapacity in this 
area of banking remains - and 
that is the ultimate cause of 
banks' inability to gain ade¬ 
quate compensation for the 
risks they take. 


Stephen Fldier —j;- 
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International bonds 


Weakness of Tokyo equities 
punishes Eurobond market 


THE EUROBOND market has 
defied predictions of its demise 
on numerous occasions. Desite 
the dearth of new-issue oppor¬ 
tunities during much of this 
year, many players believe the 
primary threat to its future 
comes not from poor 
short-term economic funda¬ 
mentals, but from an innova¬ 
tion Of its own making - the 
global and International bond 
structure. 

The greatest blow to the 
market this year was the unex¬ 
pected weakness of the Tokyo 
equity market in the first quar¬ 
ter. The speed with which the 
equity-related business, on 
which the Eurobond market 
depended so heavily in 1989, 
was withdrawn took securities 
houses by surprise. Some 
863bn of deals was launched 
last year, but this year’s total 
will be lucky to reach one third 
of that 

Since March, when the Nik¬ 
kei stock index plummeted by 
28 per cent on its year-end 
level, there has been no issu¬ 
ance of Japanese bonds with 
equity warrants. Similarly, in 
the Swiss foreign bond market, 
there have been no convertible 
issues save a solitary recent 
deal designed to test senti¬ 
ment 

Equity warrant prices have 
recovered as the Nikkei has 
clawed back around one third 
of its March losses, and there 
is talk that investor demand is 
now strong enough to support 
new issues; but the sector is 
expected to make only a mod¬ 
est return. The big four Japa¬ 
nese houses in London are cur¬ 
rently negotiating for a 
reopening of the market in 
early July. 

Profitibliity has been the 
main casualty. Many of the 
London-based houses depended 
on the equity-related business 
for the ‘lion's share of their 
profits, because straight debt 
business was extremely com¬ 
petitive. Now, they have to 
concentrate on the small prof¬ 
its from debt deals, but all the 
time their fixed costs have 
squeezed their return on capi- 
taL 

The market’s relentless drive 
for innovation and Improve¬ 
ment has not made up the 
ground lost by the disappear¬ 
ance of the warrant business. 

The World Bank's two $U5bn 
deals have so far dominated 
the global structure launched 
by Morgan Stanley for New 
Zealand last year. The struc¬ 
ture in turn has come to domi¬ 
nate the market for large, dol- 
lar-denominated deals. 

The recent introduction of 
Rule 144a in the US. with the 
increased non-European place¬ 
ment it implies, means the tra¬ 
ditional boundaries of jurisdic¬ 
tion and demand which defined 
the original growth of the 


Equity warrant prices have recovered as the 
Nikkei has clawed back around one third 
of its March losses, and there Is talk of 
stronger investor demand... [The Tokyo 
markets are covered on page 5 of this survey] 


Eurobond market are increas¬ 
ingly irrelevant 

Issues which look as if they 
are tailored for the US market 
are being launched in London, 
designed for international trad¬ 
ing available for settlement in 
Euroclear and Cedel. These 
deals are not Eurobonds in the 
traditional sense. They are 
international securities, a por¬ 
tion of which will be in regis¬ 
tered form to satisfy US 
requirements. 

This development has left 
syndicate managers facing 
what they describe as a two- 
tier market. On the one hand, 
an institutional market served 
by the new structures. On the 
other, traditional bearer Euro¬ 
bonds aimed at retail markets, 
regarded as almost niche busi¬ 
ness where specialist houses 
concentrate research and 
placement on specific curren¬ 
cies and instruments. 

Ironically, this year has been 
significantly more profitable 


for the niche players. A wide¬ 
spread lack of arbitrage oppor¬ 
tunities has limited swap- 
driven new issues, so most bor¬ 
rowers have called for fixed- 
rate funds. Small houses can 
generally sell bonds at issue 
price, so they have an advan¬ 
tage bidding on smaller, 
straight bond issues - they 
find it harder to compete for 
swapped mandates. 

Large redemption flows in 
currencies like Australian dol¬ 
lars was expected, to underpin 
refail demand in the second 
quarter this year, but the con¬ 
tinued inverse yield curves in 
many of the markets meant 
that a large proportion of funds 
has been kept in the money 
markets gaming high rates of 
interest. Retail placement has 
become hard, but rewarding 
work. 

By contrast, a small number 
of large securities houses have 
declared their participation In 
the dollar market, playing to 


Eurobonds _ 

New issue volume ($ bflBon) 
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their strengths in international 
distribution. They claim they 
are delighted no longer to be 
invited to participate in retail- 
targeted deals: ”We can con¬ 
centrate on what we’re good 
at,” was how one syndicate 
manager at a US house put 1L 

The business, however, has 
been patchy, with only the 
occasional issue to test the 
new structures, some of which 
have already been found want¬ 
ing. 

For example, the fixed-price 
reoffer structure which accom¬ 
panied the original New Zea¬ 
land deal was introduced as a 
competitive equivalent to 
underwriting techniques in the 
US. European securities houses 
are now grumbling that the. 
method has resulted in the big 
deals becoming unprofitable. 
Intense competition means 
that true consensus pricing 
among the syndicate is rare. 

They argue that bought 
deals are being launched as 
global, fixed-price reoffers, 
with the fees discounted in the 
bidding by the lead manager. 
The first reoffers carried what 
most houses said were sensible 
fees, rewarding them for. their 
underwriting and distribution 
skills. Almost immediately, 
however, there wen signs that 
some players were prepared to 
work for less, and within a 
matter of months fees had been 
shrunk almost to nothing. 

The general lack of money in 
the Eurobond market has had 
a visible effect on the Associa¬ 
tion of International Bond 
Dealers, the trade association 
for the secondary market. 

Many of its members- had a 
dear message for the AIBD 
when its annual conference 
convened recently in-Amster¬ 
dam - they are not Interested 
in developing new services 
that will cost money, even it 
those services carry implied 
future savings. 

For example, a . project to 
establish a Joint communica¬ 
tions network with the two 
international clearers, Euro- 
clear and Cedel, wax the sub¬ 
ject of an extensive presenta¬ 
tion - only to have sack an 
uninterested reception that the 
. AIBD board fait it had no clear 
mandate to pursue the matter. 
The network will now be the 
subject of a membership- sur¬ 
vey in an unprecedented-act of 
consultation. 

The danger for the AIBD is 
that the members will reject 
the network. A system estab¬ 
lished on sensible co mmerc ial ■■ 
fines, leaving the integrity of 
price and, .trade.'.data. I ntact ; 
would help entrench "tte'asso- 
tiafion by making tt.mx into-; 
gral part, of a what would. 
become an iufispenteble com¬ 
munications network. 

Andrew Freeman 
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The Ecu.bond market is growing fast 
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currency 


the . EUROPEAN .Currency 
Unit bond- market has swung 
into .favour. Boosted by eco* 

■ narnic and political trends, it 

- has shad tte states: as a niche 

.sector tor retafl.investors.. ’-.'. 

■t Volume-of new- Etu Euro¬ 
bonds so tor this year is not fat 
. short af.tttfbn equivalent* and 
n series of? Hj|uid benchmark 
issues has bfiralded the advent 
of. major institutional inves¬ 
tors. ; ■ 

. Large multi-currency bond 
funds, particularly in the UK; 
have started to invest substan- 
tial sums, drawn by the Ecu's 
potential rote as the currency 
of European -Monetary -Union. 
Previously, a lack of liquidity 
..and' hedging inefficiencies 
proved a sufficient -deterrent, 
but institutions “can now 

- advantage-of the high.yield, 
argument," says Bob Tyley, 
head of bond research at Pari- 
bas Capital Markets. 

For Japanese investors, 
“there has . been an -upturn of 
interest in European, bonds 
generally,"- according"fo Alex 
Mannas, director, in charge of 
trading at Daiwa Europe. The 
development' of benchmark 
issues in the sector-is e ncour¬ 
aging them to "move towards 
having core European bond 

- holdings in Ecu". 

The market's development 
has been ac ce le r ated-by practi- . 
cal backing from several Euro¬ 
pean governments. Domestic 
government: bonds have now 
been issued by Italy, France, 
Spain and Ireland, and the UK 
is widely tipped to follow their 

- '“X think the [UK] authorities 
are aware of ihe substantial 
grip that Pans has on the mar¬ 
ket. If they were in a position 
to issue, they would; like to 
bring some Ecu debt," reckons . 
Mr Monnas, of Daiwa. 

Even "without UK participa¬ 
tion, the various government 
bond issues currently available 
are starting^^to; form a viable 
government bond yield curve. 
Analysts, also observe various 
“synthetic" yield models, cal-, 
cdlated from the component 
bond markets of .The Ecu bas¬ 
ket . 

The m ost liquid 'Ecu bon d 
issues - particularly the. 
seven- and 10-year French gov¬ 
ernment Obligations AssmtUa- 
bies da Tresor (OATs) - can 
now be bought and sold in 
order' to-hedge trading posi¬ 
tions, in' the same way that 
traders use the US Treasury 
market to hedge Eurodollar 
bonds. Some Ecu bond traders 
have recourse to tile German 
bond market, a more liquid, 


.but also a more imperfect 
hedge./ 

- Buf-accordiog to Stephen 
Lewis, a consultant at UBS 
ThOBps &Drew. “there is still 
a lack of effective benchmarks. 
[TheEcu OAT market] is not a 
•. particularly large market com¬ 
pared, with benchmarks for 
other markets." 

.The development of deriva¬ 
tive products will boost liquid¬ 
ity, as well as offering more 
sophisticated hedging tech¬ 
niques: On October 18. the 
Matif; the Paris* futures 
exchange, - is launching a 
futures contract deliverable 
into eligible six- to 10-year Ecu 
OATs. 

r The London International 
Financial Futures Exchange 
-OLiffe) has somewhat vaguer 
plans to launch a contract. “It 
is consistent with our policy to 
develop an Ecu bond contract," 
says Michael Jenkins, LifTe's 
chief executive. The problem is 
to ^assure that, there is suffi¬ 
cient deliverable supply to 
secure reasonable liquidity. Mr 
Jenkins adds that the end of 
the year is a target date. Liffe 
1 already- has a three-month Ecu 
Libor contract 

As well as governments, the 
major supranational agencies, 
most notably the European 
Investment Bank, have also 
played a hey rule in the mar¬ 
ket’s progress. The EIB now 
boasts the largest outstanding 
Eurobond in the sector, an 
EcUL125bn ($S22m) seven-year 
{880611110 need to finance east¬ 
ern Europe's regeneration will 
continue to bolster agency 
funding levels in the sector for 
some time. Far example, the 
newly-created European Bank 
for Reconstruction and Devel¬ 
opment, set up to provide loans 
to Eastern Europe, will fund a 
proportion of its lending in 
Ecu. 

As a proportion of new 
issues, sovereign and suprana¬ 
tional issuance so for this year 
Is running at around 50 per 
cent - up from just over a 
quarter in 1989, according to 
data from Euromoney. 

: The corporate bond market 
remains almost exclusively 
swap-driven, mainly on the 
back of the Italian govern¬ 
ment's bond issues. Italy’s Cer- 
tifica ti del Tresore in Ecu 
(CTEs) are subject to a 1214 per 
cent withholding tax. This 
means that they are issued at a 
gross yield above Ecu market 
yields. Since many non-Italian 
investors can reclaim most of 
the tax, this provides t he b asis 
for bank investors in CTEs to 
write interest-rate swaps into 


floating-rate Ecu at attractive 
rates for borrowers. (Typically, 
a further leg of the swap con¬ 
verts the funds into floating- 
rate dollars). 

Because most companies do 
not have a requirement for 
Ecu. they might well desert the 
market if attractive swap 
opportunities were to evapo¬ 
rate, unless a deeper swap mar¬ 
ket develops. (There has been 
some speculation that the Ital¬ 
ians may abolish the withhold¬ 
ing tax.) 

For corporate access to the 
market to develop, the Ecu 
must become more widely used 
as a commercial currency. Cur¬ 
rently, use of the Ecu by com¬ 
panies remains minimal. 
According to the Association 
for Monetary Union of Europe, 
the proportion of companies 
invoicing in Ecu is about 1 per 
cent However, companies such 
as Saint Gobain, of France, and 
Hat of Italy, have started to 
use the Ecu for purposes such 
as trading between European 
affiliates. 

The currency itself is becom¬ 
ing increasingly Arm, which 
may encourage its use by com¬ 
panies that have affiliates 
around Europe. The basket 
structure provides a natural 
hedge against currency fluctu¬ 
ations, and may provide some 
protection against sudden 
shifts, such as those caused by 
Germany's reunification. 

In addition, the closer peg¬ 
ging of the Belgian franc to the 
Deutsche Mark will take the 
hard D-Mark bloc component 
of the Ecu to just under 50 per 
cent. 

Sterling entry into the 
Exchange Rate Mechanism of 
the European Monetary Sys¬ 
tem would further reduce vola¬ 
tility. Yvona Fierlinger, an 
analyst at Deutsche Bank Capi¬ 
tal Markets, says that sterling, 
with a 13 per cent nominal 
weighting in the Ecu, is the 
currency that German inves¬ 
tors are worried about “They 
are afraid that if they buy Ecu 
bonds, sterling fluctuations 
win upset their currency calcu¬ 
lations,” she says. 

The effect would also be to 
reduce theoretical yields, 
according to UBS anal ysis. “If 
sterling were to join the ERM, 
sterling interest rates would be 
seen as less volatile.” says 
Stephen Lewis, of UBS Phillips 
& Drew. He says the resulting 
disappearance of the current 
risk premium would benefit 
current bond holders. 

Tracy Corrigan 


GLOBAL WARFARE is 
breaking out among stock 
exchanges. Many of these pre¬ 
viously catatonic institutions 
have discovered a new com¬ 
mercial verve as their tradi¬ 
tional domestic roles have 
come under threat 
A big decision now faces 
them: should they gang up in 
larger groups, to defend their 
territory; or should they go it 
alone in the increasingly 
crowded marketplace for inter¬ 
national equities? 

Changes are being forced by- 
companies in search of foreign 
investors; investors in search 
of foreign companies; and bro¬ 
ker-dealers in search of the 
best way to interpose them¬ 
selves between the two. 

Not all stockmarkets will 
prosper. The winners will be 
the exchanges that carry the 
keenest stock prices, offer the 
lowest execution costs and 
have the most efficient settle¬ 
ment arrangements. 

The most obvious battle¬ 
ground is Europe. A fair pro¬ 
portion of European shares are 
already traded outside tbeir 
home country. This is due 
partly to investor interest, 
sparked by tbe approaching 
single market in the EC, and 
partly to the antiquated 
systems of some national 
exchanges. 

It also owes something to 
SEAQ International, the sys¬ 
tem created five years ago by 
London's International Stock 
Exchange (ISE) which gave 
investors somewhere to trade 
their foreign shares outside the 
home market. 

Last year, London’s trade in 
foreign shares was big enough 
to mike SEAQI the third most 
active stockmarket in Europe, 
behind only the German and 
London domestic equity mar¬ 
kets. In the first quarter of this 
year, trading on SEAQI sur¬ 
passed the domestic version of 
SEAQ for the first time - 
although this is due in part to 
the depressed level of business 
in the London market 
SEAQI looks more like a 
regional trading system than a 
truly international one. Nearly 

London’s International 
Stock Exchange has 
two things going for 
it: its large domestic 
market and its 
dominance of 
cross-border deals 

two thirds of its business is in 
the shares of European compa¬ 
nies. Most of the rest comes in 
Japanese shares, with US 
stocks making up only 4 per 
cent of the trading volume. 

London's ISE has two thing s 
going for it its large domestic 
market (twice the capitalisa¬ 
tion of its nearest rival) and its 
dominance of cross-border 
deals. 

Others are trying to catch 
up. For instance, turnover 


As take-off of an international equities market is delayed . 

. . ! . • 

Turbulence keeps global 
issues on the ground 


THE MARKET for 
international equities was her¬ 
alded as a bald move towards 
. the globalisation of share trad¬ 
ing at its inception In the early 
1980s. But new-lssue volume 
has foiled to meet some of the 
enthusiastic predictions with 
which the market was greeted. 

In fact, equity syndicators 
are unconvinced of tbe mar¬ 
ket’s global credentials, believ¬ 
ing that, instead of one global 
market, there are a lot of 
domestic markets working 
together and becoming more 
international in their outlook. 
Truly global equity issues are 
few and for between, and the 
pricing and size of interna¬ 
tional issues are still controlled 
by conditians in the domestic 
market ■■ ■ 

It has been the turbulence in 
world stockmarkets that has 
inhibited the growth of inter¬ 
national equity issuance, since 
companies are wary of issuing 
new stock when their domestic 
share prices are rocky. After 
growing on the back of the bull 
market in the early 1980s, the 
International equity market 
was hit hard by the 1987 crash. 

International investors were 
looking to diversify rapidly 
into a wide range of foreign 
stocks in the euphoria that 
^/.min atari the markets in the 
run-up to October 1987. But as 
share prices plummeted, inter¬ 
national holdings were shed as 
quickly as they were bought 

.In the chastened climate that 
followed Black Monday, new 
issues of international equities 
dropped dramatically, from 
9&8bn in the third quarter of 
1387 to $L3bn In the fourth, 
according to the Bank of 
England. 

The crash heralded a diffi¬ 
cult period for international 
equity offerings, and activity 
was depressed throughout the 
following year. Tbe market did 
not begin to show signs of a 
pick-up until last year, when 
the primary market reached a 
level of $14Jbn - although 
this was still below the 1967' 
-level. 

A review in the Bank of 
En gland -Quarterly bulletin sug¬ 
gests that the crash did not 
reverse a long-term trend 
towards international portfolio 


diversification and increased 
issues of international equity. 
Indeed, US institutional hives- 
tors are still keen on foreign 
stocks, as they look to diver¬ 
sify tbeir holdings from a 4 to 5 
per cent weighting in foreign 
equities - accounting for a 
value of some $75bn. Some esti¬ 
mates see US holdings of inter¬ 
national equities growing to 
around $200hn in the next four 
years. 

While this remains the case, 
companies are much more 
interested in mairfng interna- 
tinmal equity placements when 
their own stockmarkets are 
buoyant. Tbe fact that stock- 
markets around the world rose 


leveraged through the 1980s 
and are more prepared to issue 
equity at prevailing prices that 
companies in other parts of the 
world may feel are too low. 

In Europe, Sc andina vian 
companies have been active in 
the market, in a bid to fuel 
their voracious appetites for 
company takeovers. The issue 
of 4m B shares by Atlas Copco, 
the Swedish heavy equipment 
maker, in late May continued 
the interest felt by Scandina¬ 
vian companies in overseas 
share placements. Kvaerner, 
the Norwegian mechanical 
engineering firm, raised 
NKrlbn ($154m) earlier in the 
year and Huhtemaki, the Fixm- 


A buoyant stockmarket has encouraged French 
companies to make international offerings 


for most of last year was a key 
reason for the improvement in 
tbe international equity mar¬ 
ket,' the Bank of England 
paints out. At the same time, 
tbe increase in the number of 
privatisations last year boosted 
international equity issuance. 

A buoyant stockmarket has 
encouraged French companies 
to make international offerings 
ibis year. An Issue of equity in 
UAP, the French insurance 
coinpany, at the beginning of 

the year, is likely to be fol¬ 
lowed with similar issues for 
banks and insurance compa¬ 
nies,' since it was prompted by 
a change in .the law which 
allows the Government to 
reduce its stake In financial 
institutions in which it has a 
majority share. 

However, the recovery in tbe 
new-issue market has been 
stowed by the volatility that 
has affected world stockmar¬ 
kets - particularly Japan - in 
theffrst half of this year. Japa¬ 
nese investors were keen 
enough to buy anything Euro¬ 
pean white their own market 
was healthy - manifested by 
tbeir passion for single-country 
funds - but bailed out amid 
the uncertainly In Tokyo early 
this year. 

The early part of this year 
has been characterised by a 
steady flow of medium-sized 
issues out of tbe US. where 
companies have been more 


ish confectionery and pharma¬ 
ceuticals firm is considering an 
international offer series I free 

Champa. 

Atlas Copco, which raised 
£125m with its offering, placed 
20-to-25 per cent of the shares 
in the US as the first place¬ 
ment of equity in the newly-lib¬ 
eralised professional market 
created by the Securities and 
Exchange Commission with its 
rule 144a amendments. The pri¬ 
vate placement rules make it 
much easier for medium-sized 
European companies to include 
the US as part of an interna¬ 
tional share offering since they 
will not have to adhere to the 
onerous SEC registration 

requirements. 

A similar development took 
place in Japan, when Daiwa 
pioneered the concept of a pub¬ 
lic offering without a listing 
(Powl) in a bid to sell UK water 
shares in the country. Before 
Tokyo's recent bout of severe 
volatility, Japanese brokerage 
bouses saw a lot of interest 
among small to medium-sized 
European companies — these 
that, were not interested in the 
visibility of a Tokyo listing - 
in making a PowL 

So for. four Fowl issues have 
been made: Coastal Carp, tbe 
US oil explorer, raised S86m in 
October last year, which was 
followed by the privatisation of 
the UK water companies which 
raised $380m. In December, 


Polygram, the record company, 
part-owned by Phillips of the 
Netherlands, placed stock 
worth FI 189m ($ioom), and 
Maxwell Communications 
raised £70m. 

The difficulties for an issuer 
in taking one of these less visi¬ 
ble placement routes is that 
the shares may flow back fairly 
swiftly to the home market. 
This would negate one of the 
prime aims of making an inter¬ 
national offering, which is a 
bid to broaden a companies' 
investor base. 

Flowback has always been a 
problem for companies consid¬ 
ering an international equity 
placement, and it highlights 
the need to make adequate 
preparations for a share offer¬ 
ing. 

Without adequate supporting 
information to accompany a 
stock offering, companies foce 
la rge quantities of stock 
returning fairly quickly to the 
home market. This has often 
been the case in UK Govern¬ 
ment privatisations, which 
have initially proved very pop¬ 
ular among US investors. Brit¬ 
ish Gas, for instance, moni¬ 
tored the performance of its 
shares quite closely in the US, 
and found tha^ within a year 
of the privatisation, over 
three-quarters of the 6 per cent 
of its shares sold in the US had 

been repatriated. 

In today's chastened climate, 
tiie easiest shares to sell are 
those that have a “story'’ 

attached to them and are easily 
understood in the country 
where they are being placed. 
Companies pfenning an offer¬ 
ing are advised to put a lot of 
effort into roadshows and mar¬ 
keting, in a bid to make them¬ 
selves known abroad. 

The European single market, 
in the run-up to 1992, and Ger¬ 
man unification are currently 
the strangest “stories” In the 
international market Japanese 
and US investors are once 
more looking to Europe as 
stockmarket volatility calms 
down, leaving room for strong 
growth in overseas share place¬ 
ments in the second half of the 
year. 

Deborah Hargreaves 



The Frankfurt stock exchange has 118 foreign companies among the 189 on Its unofficial third-tier market 
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European stock exchanges are in a crowded market, where ... 

a 

Rivals may yet collaborate 


European stock exchanges compared 


Market 

Turnover of 

Domestic 

Turnover of 

Overseas 


capitalisation 

domestic 

companies 

overseas 

companies 


[Em) 

equities: 

listed: 

equities: 

listed: 


Dec 1988 § 

1989 (Em)* 

Dec 1969 

1989 (Em) 

Dec 1989 

United Kingdom 

807,158 

197,739 

2,015 

64,556 

544 

West Germany 

227.939 

217,252 

628 

11.070 

535 

France 

226,671 

68.732 

462 

2,921 

223 

Switzerland 

106,723 

n/at 

117 

n/at 

229 

Italy 

105,622 

26.711 

211 

0 

0 

Netherlands 

95.886 

29,587 

251 

649 

229 

Spain 

76,267 

21,632 

368 

0 

0 

Sweden 

74,000 

11,206 

135 

40 

9 

1 § Capitalisation of listed domestic equities. " Sates only, t Turnover In domestic and oveieaa* equities combined: £l29.T7Qm. 







Source: International Stock Exchange, London | 


taxes are to be abolished in 
countries like Germany and 
Sweden, as part of the fight to 
win business back from Lon¬ 
don. Trading systems are being 
modernised across the conti¬ 
nent, and short dealing days 
lengthened. Clearing and set¬ 
tlement (London's great weak¬ 
ness) is being improved. 

These enhancements are 
important in winning business 
for an exchange. Tbe Frankfurt 
stock exchange, for instance, 
has 118 foreign companies 
among the 189 on its unofficial 
third-tier market These compa¬ 
nies, many of them from Italy, 
have been attracted by the effi¬ 
cient two-day clearing and set¬ 
tlement process in Germany. 

They realise that tbe more 
efficient the system for dealing 
in their shares, the better their 
chance of attracting interna¬ 
tional investor interest. 

At the same time, rivals are 
emerging to take on the 
exchanges at international 
business. Tbe most significant 
development came earlier this 
year with the launch by Credit 
Suisse First Boston of an 
arrangement for trading Nestle 
shares through Reuters, with 
Euroclear clearing, settling 
and registering bargains. This 
prototype has not yet been 
extended to other equities. But 
the creation of this integrated 
international trading and set¬ 
tlement process is a clear sign 
of things to come. 

Against this background, the 
chairmen of the national 
bourses, represented by the 
Federation of Stock Exchanges 
in the EC, meet this month to 
discuss a co-operative venture 
in cross-border trading. 

Tbe difficulty for the 
exchanges - and particularly 

The chairmen of the 
European national 
bourses will meet this 
month to discuss a 
co-operative venture 
in cross-border 
trading 

for London - is that they do 
not appear to have made up 
their minds yet about whether 
they really want to co-operate. 
London already has a strong 
contender in SEAQL Should it 
go it alone, or join with the 
other exchanges? And if the 
exchanges do join together, 
should they compete head-on 
with the quote vendors like 
Heaters, or seek to co-operate 
by using them as distributors 
for their prices? 

The answer depends on what 
co-operation means. The Initial 
signs, from London's point of 
view, have not been good. 

There has been more enthusi¬ 
asm among European 
exchanges at huge for a retail 
cross-border trading system 
than a wholesale one. That 
suits some markets, which have 
a greater reliance on private 
shareholders, more than it does 
London, which is tied to the 
wholesale end of the business. 

Unless the ISE can raise 
some enthusiasm for its own 
proposal of a pan-European 
wholesale market, it is likely to 
go it alone. 

Its position appears strong, 
although one thing could 
threaten this. The EC’s planned 
Investment Services Directive 
could undermine SEAQI by for¬ 
cing all dealing to be carried 
out through organised markets. 
No one at the EC has yet 
defined what an organised mar 
ket is, but the mutterings sug¬ 
gest that there is a real danger 
that SEAQI will foil outside the 
definition when it comes. 


Meanwhile, there have been 
stirrings of international inter¬ 
est from another quarter: the 
leading US stock exchanges. 
Domestic competition between 
the likes of the New York 
Stock Exchange, the American 
Stock Exchange and Nasdaq 
has forced a move towards 
after-hours dealing in an effort 
to catch international interest 
in US shares and derivatives. 

Nasdaq, a screen-based sys¬ 
tem, moved first with its 
announcement of a prolonged 
dealing day, opening the mar¬ 
ket for European investors 
before the beginning of US 
trading. The New York and 


American exchanges, tied to 
their floor de alin g arrange¬ 
ments, have had to tread more 
carefully in their plans for out- 
of-hours, screen-based dealing, 
but both came forward with 
plans last month. 

The US and European 
exchanges will not find them¬ 
selves in head-on competition 
- yet The US markets are try¬ 
ing to capture international 
dealing in US shares, while the 
European markets are looking 
primarily at European stocks. 
Competition will come at the 
binges, for instances in those 
US stocks carried on European 
trading systems. Since US 


shares account for only 4 per 
cent of turnover on SEAQI, 
there is little to be fought over 
at the moment. 

Longer-term, though, the 
going is likely to get much 
more competitive, particularly 
If the European exchanges, 
either together or separately, 
fail to develop an effective 
pan-European market. Such a 
failure would leave the way 
open for others to take Euro¬ 
pean prices to investors in 
Japan or New York. And there 
would be no shortage of con¬ 
tenders willing to fill this gap. 

Richard Waters 
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Deborah Hargreaves examines the challenges that face futures exchanges . . . and the growing use of derivative instruments 


Chicago giants fight 
to keep their 



Glyn Gaftin 

The Chicago Mercantile Exchange: traditional open-outcry 
trading faces competition from screen-based markets 


Collars suit the UK 


THE TIGHTLY-pressed scrum 
of gesticulating traders in 
bright jackets, which is seen as 
the hallmark of futures trad¬ 
ing, could be a sight of the 
past, as screen trading makes 
its much-heralded way into the 
world's frenetic futures pits. 

In the decade ahead, the 
futures industry could face the 
greatest period of change in its 
short and turbulent history, as 
it confronts the metamorphosis 
of its business into a global 
network dominated by 24-hour 
trading. 

The growth of derivatives 
exchanges around the world 
has put pressure on the indus¬ 
try’s leaders in Chicago to 
diversify and extend their trad¬ 
ing reach. The exchanges have 
tamed to screen trading as a 
way of stopping the erosion of 
their world futures business. 

The Chicago Board, of Trade 
and the Chicago Mercantile 
Exchange have seen their joint 
market share fall from some 75 
per cent of world futures vol¬ 
ume to just over half of it in 
the past five years. In addition, 
Chicago's traditional trading 
method of open-outcry faces 
competition from nascent 
screen-based markets, on 
which it is often cheaper to 
operate. 

In a bid to stay ahead of the 
game, the two Chicago giants 
have turned to a black box that 
will carry their products across 
the globe while traders in the 
windy city are in bed. In a 
much-vaunted agreement last 
month, the CBOT and CME 
opted to combine their screen- 
trading initiatives into a sys¬ 
tem that could become a world 
monopoly. 

Reuters, the UK information 
group, is to develop the joint 
system along the lines of the 
CME’s Globes market, which it 
has been working on for the 
past two years. The Informa¬ 
tion vendor says it could have 
a prototype up and running by 
November. 

Cynics see the agreement 
between the two exchanges as 
just another way of delaying 
the start-up of a system which 
has suffered repeated postpone¬ 
ments in the past. But once 
Globes finally gets off the 
ground, the influence of Chi¬ 
cago’s major exchanges cannot 
fail to attract more interna¬ 
tional participation in the sort 
of global dub they will create. 

France's MatiT has already 
signed up to join Globes, the 
Sydney Futures Exchange has 
indicated that it would like to 
be included, and exchanges in 
London and Tokyo are also 
interested. With this kind of 


involvement, it is hard not to 
see Globex developing into a 
dominant trading standard 
across the world. 

Initially, Globex will operate 
outside standard exchange 
hours, and will not clash with 
existing open-outcry systems, 
but many market players 
believe it is only a matter of 
time before screen trading 
takes over altogether. 


In a recent speech, Mr David 
Burton, chairman of the Lon¬ 
don International Financial 
Futures Exchange (Lifie), lays 
out three possible outcomes for 
the future of screen trading. 
First, it could fail and the cur¬ 
rent euphoria die out through 
lack of participation and 
liquidity. 

Otherwise, he suggests, 
screen trading could evolve as 


share 

a means of extending the nor¬ 
mal trading day and for trad¬ 
ing less active contracts during 
normal hours. In addition, 
systems could increasingly 
supplement opeh-outcTy and 
could compete on screen with 
many over-the-counter hybrids, 
such as swaps and forward 
rate agreements. 

“If either the second or third 
outcome succeeds, then there 
will be, quite dearly, a major 
period of change within the 
industry. Some exchange mem¬ 
bers will embrace these changes 
readily, others win Dot’ 

Lifie is positioning itself for 
its future in an increasingly 
competitive environment, with 
the development of its own 
local network for trading 
after-hours - although It 
retains the option of joining 
Globex - and with the 
planned merger with the Lon¬ 
don Traded Options Market 

The two exchanges were due 
to examine plans for a joint 
market by the end of Last 
month, and could be well on 
the way to becoming one by 
the end of the year. The joint 
exchange will mark the first 
occasion when financial 
futures and equity options 
have been traded side by side 
on tiie same exchange. Indeed, 
Mr Burton's grand vision is of 
a market encompassing all five 
of London's financial and com¬ 
modity derivatives exchanges. 

The consolidation of national 
exchanges could become mote 
pressing in the strongly com¬ 
petitive environment in which 
the futures industry finds 
itself. France's Matif recently 
bought a 28 per cent stake in 
OMF, an electronic futures 
venture set up by the Swedish 
options exchange, OM. The 
agreement provided a much- 
needed injection of FFr50m 
(98.9m) of new capital into the 
system; but, what was more 
importimt, it gave the Matif 
access to electronic trading 
technology. 

Such co-operative agree¬ 
ments are likely to become 
more frequent. Indeed, the suc¬ 
cess of Globex as an interna¬ 
tional network could lead to 
the development of a two-tier 
market in which Globex would 
develop into a 24-hour market 
for the world's major 


exchanges. As a complement to 
this global “club”, the many 
smaller exchanges that are cur¬ 
rently being set up could exist 
solely to fulfil domestic 
requirements. 

Plans are under way to 
develop futures exchanges in 
Belgium, Austria, Spain, Korea 
and Mexico, and many other 
countries are considering the 
launch of a derivatives market 
There is likely to be a period of 
intense competition between 
many of these nascent markets 
before the global “club” is 
established. 

The internationalisation of 
the market also throws np 
some tricky problems for regu¬ 
lators, since screen trading 
respects no national bound¬ 
aries. In addition, exchanges 
such as Lifie have been devel¬ 
oping foreign products to 
exploit a gap in the home-coun¬ 
try market. For example, the 
exchange's hugely successful 
German Bund futures contract 
started up two years before 


Liffe is positioning 
itself with the 
development of its 
local network for 
trading after-hours, 
and the planned 
merger with the 
London Traded 
Options Market 


Frankfurt came up with an 
alternative - due to start up 
In August. 

This means that a deriva¬ 
tives contract traded in one 
country can have a strong 
influence over the cash market 
of another nation. 

Regulators have recognised 
some of these challenges, and, 
in in some cases, have wel¬ 
comed the onset of screen trad¬ 
ing, because it is easier to 
police. In fact, international 
regulators have formed a task- 
force to co-operate on some 
aspects of regulating screen 
trading, and have produced a 
report on the subject which is 
due to be published in the 
aut umn. 

Whatever happens to deriva¬ 
tives, it is clear that the indus¬ 
try faces some major changes 
in the years to come. This 
could have widespread implica¬ 
tions for stock and cash bond 
trading as well. Futures and 
options exchanges have been 
major innovators in the past, 
and their moves can drag other 
markets with them. 


IN SPITE of the wealth of 
derivative instruments that 
have been created in recent 
years, companies are still very 
conservative in their use of 
new products. 

Most European companies 
tend to shy away from some of 
the more exotic products that 
could boost their bottom iiws 
as well as manage their risk 
exposure. 

In addition, companies not 
actively involved in trading 
and with little or no exposure 
to the commodity markets, are 
reluctant to become involved 
in the established futures 
exchanges. The most that 
some of these traditionally- 
minded corporations will use 
are tailored interestrate swap 
products, to complement exist¬ 
ing forward-rate agreements 
that are sold over the counter. 

Mr Mark Sullivan, senior 
director in the risk manage¬ 
ment group of Continental 
Bank, advises companies on 
the use of derivatives. The 
approach to, and the use of, 
such instruments varies quite 
considerably among the com¬ 
panies, he says, and the most 
forward-looking firms are 
those with proper treasury 
functions. 

The corporations that make 
the most sophisticated use of 
derivatives are those with a 
lot of debt on their balance 
sheets and a range of exposure 
to foreign currencies, making 
them most vulnerable to inter¬ 
est-rate and exchange-rate 
fluctuations. Banks and risk 
advisers are jostling for a posi¬ 
tion in this growing market, 
where they tailor derivatives 
for their corporate customers 
and in turn hedge their own 
exposure on the established 
futures markets. 

“We take the approach that 
companies should have some 
policy towards hedging, 
instead of just tagnoring it,” 
says Mr Sullivan. “If they’re 
not involved in hedging, they 
should have a reason why.” 
There are some companies 
that may not need to hedge - 
such as supermarkets with 
very liquid assets - but a 
company should have a view 
on its own capital structure, 
he says. 

Mr Sullivan advises his cli¬ 
ents to assess their own capi¬ 
tal structure in a bid to deter¬ 
mine what proportion of fixed 
and floating-rate debt they 
believe they need. 


Interest-rate management is 
particularly important iu 
today's environment, where 
high interest rates are crip¬ 
pling many UK companies. 
High interest rates have 
encouraged many UK compa¬ 
nies to start looking at hedg¬ 
ing their risk with some fixed- 
rate exposure gained through 
the swap market, in the same 
way that US corporations have 
done for years. 

The market for interest-rate 
swaps is one of the most inno¬ 
vative fin a 7i Hal instruments to 
be developed in recent years. It 
has grown from modest begin¬ 
nings at the start of the 1980 s 
into a $i,900tm business, as its 
use has spread into the most 
conservative US companies. 

UK companies increasingly 
take the view of their US coun¬ 
terparts by making an overall 
look at their interest-rate 
exposure in an effort to divide 
their risk between fixed and 
floating rates. They can do 
this by making a swap - usu¬ 
ally with a bank - oat of a 
floating interest rate on part 
of their debt into a fixed rate. 

What the more sophisticated 
corporations are doing Is to 
protect themselves from a fur¬ 
ther rise in interest rates, as 
well as gaining some benefit 
from a fall in rates, by using 
an innovative combination of 
derivative instruments. 

This strategy is called a 
“collar”, and involves buying 
a cap from a bank that would 
lock in a fixed rate of interest 
payment at 15*2 per cent - for 
example - so that if interest 
rates rise, the company would 
not pay a higher rate than 
15^2 per cent. At the same 
time, it conld sell a floor at 12 
per cent. The sale of the floor 
would pay for buying the cap, 
but if interest rates were to 
fall below 12 per cent, the 
company would be stuck pay¬ 
ing 12 per cent to the bank for 
the length of its swap. 

Nevertheless, the collar 
described would be a way of 
limiting interest-rate expo¬ 
sure, so that a company never 
paid a rate higher than 15^ 
per cent and never one lower 
than 12 per cent - for the life 
of the swap. 

UK companies are particu¬ 
larly interested In the use of 
the collar strategy, because it 
offers a certain amount of 
interest-late protection at vir¬ 
tually no cost. While the trea¬ 
surer has to pay a premium 


for baying the cap, he will 
receive a premium from the 
sale of a floor. 

These products are essen¬ 
tially over-the-counter inter¬ 
est-rate options, but many 
companies hesitate before 
using them since they are 
wary of paying the upfront 
premium. Although they 
jghonid be seen as a kind of 
insurance against interestaate 
changes, they are not viewed 
in the same way as property 
insnrance. 

“The ultimate object is to 
cut interest-rate payments,” 
Mr Sullivan explains, “but 
what these products do is to 
give a treasurer more control 
over his interest-rate 
expense." This gives the com¬ 
pany the ability to make bet¬ 
ter plans and to make deci¬ 
sions based on a more certain 
business environment, .rather 
than remain at the mercy of 
the whims of the market. 

One US company that has 
turned towards hedging its 
currency exposure, in order to 
enhance its ability to carry ont 
a strategic plan which 
involves considerable and con¬ 
tinuous expenditure on 
research and development, is 
Merck & Co, the world’s larg¬ 
est pharmaceuticals company. 

Merck has exposure to 40 
currencies, with over half of 
its revenues coming from over¬ 
seas. After investigating its 
position on foreign currencies, 
the company decided to take a 
fairly traditional approach 
towards managing its expo¬ 
sure. It developed a computer 
model, using long-term cur¬ 
rency options which give it the 
ability to benefit from a 
weaker as well as a stronger 
dollar. 

The development of ade¬ 
quate computer systems to 
monitor changing risks and 
exposure is one of the factors 
holding back some companies 
from hedging. Many firms hes¬ 
itate before shading out the 
investment on a computer sys¬ 
tem. or before augmenting 
their treasury department 
with professional risk manag¬ 
ers. 

However, as more compa¬ 
nies get involved in hedging. It 
is likely that the performance 
of those that don’t will be 
judged against that of those 
that do. The higher standards 
may force the band of those 
firms that are still reluctant to 
get involved in derivatives. 
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THE SKIES are thick with 
regulators. They scurry 
between airports and meetings 
in an endless cycle of bilateral 
and multilateral confabula¬ 
tions. 

Yet this peripatetic talldng- 
shop has so far produced little 
result 

All agree that the risks 
inherent in the global securi¬ 
ties industry demand action 
from regulators. The stability 
of the financial system depends 
on it The collapse earlier this 
year of Drexel Burnham Lam¬ 
bert - albeit with apparently 
little damage to anyone but 
Drexel - has added urgency to 
the talks. 

A glance at the plethora of 
international gathering-points 
for the regulators gives some 
idea of the amount of work 
that is going on. Much indus¬ 
try (and taxpayers') money is 
being spent on all this talk, but 
to what effect? 

One of the main forums for 
debate is the International 
Organisation of Securities 
Commissions (Iosco). This 
club, consisting mainly of 
stock-exchange bosses, has 
been trying to turn itself into 
the premier international regu¬ 
latory agency for the securities 
industry. Yet its main effort - 
to formulate a capital ade¬ 
quacy guideline - has so Ear 
made little headway. 

Otherwise, Iosco is known 
for the lavish annual parties it 
throws (under the guise of con¬ 
ferences) in venues tbat the 
regulators rarely get to visit: 
Venice last year, Santiago this 
autumn. 

Iosco is trying to take itself 
in hand. After promptings from 
the US Securities and 
Exchange Commission (SEC), 
it set up a working party at the 
start of the year (under the 
SEC chairman. Mr Richard 
Breeden) to carry out an inter¬ 
nal review of its organisation. 
The Breeden committee, due to 
report soon, is studying the 
planning and co-ordination of 
Iosco’s technical work, and 
whether it needs more money 
to operate effectively. 

While Iosco contemplates its 
□aveL other talking sbops con¬ 
tinue to proliferate. These 
include: 

■ A series of meetings know 
as the Hexagonals, consisting 
of the banking and securities 
regulators from Japan, the US 
and the UK. Called to consider 
the regulation of multinational 
financial groups, these meet¬ 
ings went under the even more 
ungainly name of Quadrilater¬ 
als until Japan joined last year. 

■ A forum for securities and 
banking supervisors under the 
auspices of the Bank for Inter¬ 
national Settlements (BIS) in 
Basle. 

■ A sub-committee of this 
BIS committee, known os the 
Barnes Committee, which is 
looking into equity position 
risks in banks. 

■ A convention of European 
securities regulators from six 


Regulation 


Drexel’s fall 
may spur the 
talking-shop 
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Richard Breeden is the chairman of Iosco's working party 


countries (the UK, France. 
Italy, Spain, the Netherlands 
and Belgium). This has met 
twice so Ear. 

■ A European Community 
“think tank" on financial regu¬ 
lation. set up by the commis¬ 
sioner responsible, Sir Leon 
Brittao. 

■ EC working groups deal¬ 
ing with directives on invest¬ 
ment services and capital ade¬ 
quacy for securities firms. 

m Bilateral meetings 
between the UK’s Securities 
and Investments Board and 
France's Commission des Opi io- 
lions de Bourse, which have so 
for led to a mutually-agreed set 
of principles for investment 
businesses. 

Overlaying these meetings is 
a network of bilateral relation¬ 
ships, some formulated in 
memoranda of understanding, 
others cemented only by per¬ 
sonal contact 

Amiri all this talk, covering 
the integrity of markets and 
the stability and behaviour of 
market participants, there is 
one Issue that stands out: capi¬ 
tal adequacy. Work on this 
subject, considered the most 
urgent, could yield results 
before long. 

The European Commission 
formulated its own views on 
capital earlier this year, and 
hopes to get them agreed 
before 1990 is out This seems 
an optimistic target its draft 
was greeted with Bttie enthusi¬ 
asm, although it escaped the 
mauling given to earlier drafts 


on the same topic. Equally 
important, the Commission has 
the work of the Barnes Com¬ 
mittee to contend with. 

This committee, which is 
mulling over the equity posi¬ 
tion risks of banks, has the 
advantage over the European 
Commission of having a world¬ 
wide perspective - although 
non-bank securities firms fall 
outside Its scope. The capital 
adequacy debate is now likely 
to bounce between the two 
forums like a tennis balL 

The involvement of the 
hanking regulators .highlights 
the particular difficulty of 


reaching agreement on this 
thorny issue. Bankings and 
securities regulators approach 
their jobs from different per¬ 
spectives. The former are con¬ 
cerned with overall solvency - 
and liquidity, while the latter 
focus on the risks inherent in a 
firm’s exposure to securities 
markets. With both hanks and 
non-banks operating in the 
securities markets, getting 
agreement is not easy - par¬ 
ticularly when market partici¬ 
pants are on band to complain 
if the playing field appears 
anything other than perfectly 
leveL 

It took the BIS around 16 
months to reach agreement on 
the convergence of capital 
requirements for banks. Simi¬ 
lar rules for investment busi¬ 
ness are sure to take a lot lon¬ 
ger, given the conflicting views 
and difficult intellectual task 
of finding an answer accept¬ 
able to all. 

Besides capital adequacy, the 
subject which is being most 
frequently discussed at the reg¬ 
ulators’ international meetings 
is the weakness in the system 
exposed by the Drexel collapse: 
that an unregulated part of a 
group can bring regulated bro¬ 
ker-dealers to their knees and, 
in the process, threaten the 
stability of the system as a 
whole. 

Is it passable to build fire¬ 
walls strong enough to prerent 
containinationing spreading 
from one part of a group to 
another? Or should the regula¬ 
tors seek to bring the unregu¬ 
lated parts under their direct 
control? 

This policy issue is only now 
emerging, and few answers are 
available. But It is clear that 
Drexel, while it has given 
many people a severe jolt, has 
not caused the damage that it 
might. In the words of one reg¬ 
ulator “The Drexel case is 
quite helpful if it gives every¬ 
one a good scare - provided it 
doesn't bring the system down 
in the process." 

Richard Waters 
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May 9 
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INTERNATIONAL BANKING 
CORPORATE FINANCE 
US FIN ANCE & INVESTMENT 
SETTLEMENTS & GLOBAL CUSTODY September 
INTERNATIONAL MERGERS September 

& ACQUISITIONS 

WORLD ECONOMY September 

LONDON AS A FINANCIAL CENTRE September 
PRIVATE BANKING October 

INTERNATIONAL FUND HANAGEMENTNovember 


June 25^ 
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raEPASSAGEcf ^Bm r«a by 

the Securities ttiul - Eicdvuigd 
Conunissioa: in -April has 
focused more attention ■ than 
ever on the DS . private place¬ 
ment market. : .v . ,7 : . 

~ It has stimulated the interest 
•; of co rpora tions that , want to 
capKal, of invesicjrs iriio 
waitit to investihore actively in 
foreign compaidfis/and of bro¬ 
kerage houses 7 that gee a new 
way of maktng money. 

There are high hopes that 
the rale wiU hefc to develop a 
lightly regular Institutional 
market in unregistered securi¬ 
ties, which will have liquid sec¬ 
ondary trading and - benefit, 
institutional investors ' and 
inte rnation al issuers of debt 
mid equity. 

Even before the passage of 
this rule - believed by some to 
be the most important nhanga 
in US secori ties laws since the 
1930 s •— the private placement 
market had grown steadily 
over the past decade, from 
.$t5.8bn in new issues in 1980 to 
‘ H70bn in 1989, Some now pre¬ 
dict that the. volume of new 
issues could hit $25Qm by the 
end of this year, outstripping 
the Eurobond market 
Although -Role 144a is expec- 
ted to be a ma^or catalyst for: 
the private placement market, 
some broad trends which may 
favour the private market were 
already in place. One factor is 
disquiet among investors about 
the public markets, some¬ 
thing of a swing back to negoti¬ 
ated deals bertvreen institutions 
with direct relationships which 
are more typical of the private, 
rather than public, market. 

Many institutions have said 
they prefer to raise capital in 
the private market, because 
they are disaffected with what 
they see as the manipulation of 
the public market by Wall 
Street houses - for example, 
indulging in computerised 
trading strategies. They believe 
there may be more opportuni¬ 
ties in' the private market to 
sidestep the brokerage houses 
and to issue securities direct to . 
investors. . . •' ' • 

The further development of 
the private placement market 
also reflects. a realisation 
among regulators, and in the 
investment community, that 
there has been a significant ' 
d i vergence between me needs 


CONFIDENCE HAS Sowed 
hack - Tntn the Japanese finan¬ 
cial markets in the manthS'fol- 
lowing Tokyo's biggest duck. 
since October 1987. 

Yet a deep sense of unease 
permeates some corners of the 
market - the memory of the 
triple fall in the yen, equities 
and bonds, is still too new to 
allow some people to stop 
thinking that it might happen 


Stockbrokers’. analysts, 
whose job requires them to 
rash out with forecasts when 
others prefer to sit on the 
fence, offer differing views of 
the future. Salomon Brothers, 
the US investment. bank, 
recently predicted that the yen 
would strengthen, interest 
rates decline and that the Nik¬ 
kei index could hit 37,00040,000 
by the end of the year. 

“The danger of waiting for a 
buying opportunity is growing 
increasingly acute,” said the. 
company in a report. 

By contrast, Mr Kenneth 
Courtis, of DB Capital Markets, 
an affiliate of Deutsche Bank, 
expects a further plunge in the 
Nikkei before the end of 1990, 
possibly below- 25,000. Even 
Nomura Securities, which usu¬ 
ally goes out of its way to be 
bullish, said in a recent repeat 
that “the room for a bond mar¬ 
ket rally [almost a prerequi¬ 
site for an equity rally] is not 

A big test for the equity mar¬ 
kets will come this month, 
when Japanese securities com¬ 
panies plan to end a morato¬ 
rium imposed in March an new 
w hile they will try to 
avoid flooding the market with 
stock, they are under great 
pressure from corporate cli¬ 
ents, who are loathe to borrow 
from banks when interest rates 
are at their highest tor more 
than five years. 

The key to the health of the 
Japanese financial markets is 
the outlook for in terest rates. 
Assets - ftirfnding .lwwri _ are 
generally valued at very high 
multiples of earnings: so inves¬ 
tors are sensitive to increases 
in tha cost of holding them. 

A decline in pressures for 
rate increases in the US and 
West Germany lias taken some 
of the heat off the Bank of 
Japan, which baa raised the 
Official Discount Rate four 
timre in the past year. Bond- 
yields, which touched 7.4 per 
cent in early April for the 
benchmark government bond, 
have eased below 7 per cent. 

But the same domestic pres¬ 
sures that forced the central 
bank to tighten its grip on the 
money supply have scarcely 
eased. Labour shortages are 
worsening, pushing , wage rates 
hi ghw in service industries in 
particular. The yen has recov¬ 
ered after faibug to YlfiO to the 
dollar, but the effect erf its 20 
per font decline, over-the last 
year continues to put pressure 
on import prices. The main 
consolation is a substantial 
decline in oil prices. 

The Bank of Japan is most 
concerned about the possibility 
of further growth in the money 


W vate pta camM it mwfcwt the 
ibMoo ; 
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of institutional, as opposed to 
individual or small investors. 

The private placement mar¬ 
ket is designed for large insti¬ 
tutions, which may prefer to 
work In a less , regulated, and 
therefore cheaper, and more 
efficiezit, environment than the 
oue offered by the public mar¬ 
kets. On the other hand, a sig- 


Many Institutions 
prefer fo raise capital 
In the private market, 
because of what they 
see as manipulation 
of the. public market 


nificant amount of institu¬ 
tional trading may eventually 
flow from the public markets 
to the pr i vate market, conceiv¬ 
ably lessening the volatility 
experienced by small investors. 

At the open meeting which 
voted in favour of the change, 
Mr Richard Breeden, SEC 
chairman, said: “These rules 
win have a profound and bene¬ 
ficial effect on the ability of 
issuers to raise capital in the 
context' of today’s global 
marketplace and gnbanre the 
competitiveness of our domes¬ 
tic market. The result should 
be a lower cost of capital in our 
markets.” 

The rule allows certain large 
institutions to issue debt and 
equity securities in the private 


placement market without the 
onerous disclosure and regis¬ 
tration required by the SEC in 
the public markets. It also 
abolishes rules that prevented 
the resale within two years of 
privately-placed securities in 
the US, thus opening the way 
for a far more liquid and 
actively traded secondary mar¬ 
ket. 

In drafting the rule, the SEC 
was concerned to create a 
marketplace for relatively 
sophisticated institutional 
investors who do not need the 
top-level protection which 
stems from onerous registra¬ 
tion in the public market Insti¬ 
tutions simply have to hold 
5100m in securities, which 
gives access to the market to 
more than 2,000 institutions. 
Dealers have been encouraged 
to participate actively in the 
mar ket by a lowering of their 
capital requirement from 
$100m, as earlier proposed, to 
$10m. 

The SEC also gave the 
go-ahead in April to a new sys¬ 
tem on which to trade private¬ 
ly-placed securities. Portal, 
developed by the National 
Association of Securities Deal¬ 
ers (NASD) which oversees the 
Nasdaq over-the-counter mar¬ 
ket in shares, started operation 
on Monday, June 18. The 
NASD hopes that its electronic 
system will encourage liquid, 
secondary trading of privately- 
placed securities. 
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Going up, or down? Analysis 
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: the Tokyo stock exchange 


Japan 


A testing time 
awaits equities 


supply triggering another 
round of asset-price inflation, 
especially of land prices. It 
believes the 12.3 per cent 
increase in year-on-year mon¬ 
ey-supply growth, recorded in 
May, is too high. Its informal 
target for the three months 
from April to June is 1L7 per 
cent In the long-run, the cen¬ 
tral bank would like to see a 
growt h rates below 10 per cent 
Inflationary pressures reflect 
to some extent the continuing 
strength of the Japanese econ¬ 
omy - they are the strains of 
success, not of failure. The 
Government’s Economic Plan¬ 
ning Agency last month 
revealed that the economy had 
grown at an annualised rate of 
104 per cent in the first quar¬ 
ter, faster than it had pre¬ 
dicted. For the year to March, 
the economy grew by 5.0 per 
cent - the third successive 
annual increase of 5 per cent 


or more. Mr Courtis, at DB 
Capital Markets, points out 
that the increase in output of 
the Japanese economy in the 
last two years is equivalent to 
the GNP of Canada. 

Significantly, more than half 
the growth in national output 
achieved in the first three 
months came from external 
demand, a reflection of a surge 
in Japanese exports. Govern¬ 
ment officials emphasise that 
one-off factors played a part in 
boosting exports, including 
year-end shipments of cars to 
the US; but there is good rea¬ 
son for thinking that a resur¬ 
gence in Japan’s exporting 
power is under way, fuelled by 
the yen’s decline, strong 
demand from overseas for Jap¬ 
anese goods, and the launch of 
successful new products, such 
as portable video cameras. 

Economic growth feeds 
profit growth, and so supports 


The Japanese market 
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applying to join the system. 


growth of this market. First, 
the SEC decided to lower the 
capital requirement for deal¬ 
ers' inventories of private 
placements, which wOl encour¬ 
age active trading. 

Even more crucial, the SEC 
effectively lifted its 10 per cent 
limit on holdings of private 
placements - formerly classi¬ 
fied as illiquid securities - by 
mutual, pension and 
open-ended investment funds. 
The board of each fund will be 
left to make their own rules, 
and it is hoped that many will 
raise the limit on holdings of 
privately-placed securities, so 
broadening the potential num¬ 
ber of investors in this market 

Since the. rule was passed in 
April, fhw issues have come to 
market under its provisions. 
However, there appears to be 
considerable interest from 
potential corporate issuers, 
particularly overseas, in tap¬ 
ping the market First Boston, 
one of the major advocates of 
the rule change, said it bad 
talked to companies around 
the world and had found great 
enthusiasm in the potential 
opportunity afforded by the 
market 

First Boston estimates that 
perhaps 10 to 15 issues of debt 
and equity combined will come 
to market this year. G oldman 
Sachs, another major player in 
tiie market said it expected a 
substantial increase in volume 
over coming months, and that 
it was currently working on 10 
transactions with a total value 
of 5500m. 

Janet Bush 

the value of assets, including 
land and equities. Companies, 
excluding financial groups, 
reported increases in pre-tax 
profits avera g in g 12 per cent in 
the year to March. 

This year’s market shock 
apart, the main talking-points 
in the Japanese financial com¬ 
munity are the continuing 
growth in the size and depth of 
the financial markets and their 

steady liberalisation. 

Turnover in the stockmarket 
and band markets this year are 
down on a year ago, but vol¬ 
umes in foreign exchange and 
in the money market are grow¬ 
ing. Total financial assets of 
individuals topped YBOO.OOObn 
($5^0Tm) in March last year, 
according to Yamaichi Securi¬ 
ties, an 11 per cent increase. 

The advance of deregula¬ 
tions means that savers with 
Ylm to invest in a money-mar¬ 
ket certificate can earn free 
market rates, compared with a 
minimum of YlOOm not so long 
ago. Banks now have to pay 
free-market rates on 60 per 
cent of their deposits. 

Under pressure from the US, 
the Ministry of Finance is 
likely to exte nd liberalisation 
further, so that even small-lot 
savers can benefit from market 
rates. Deregulation is opposed 
by pnlttirally-teflriPTiHal credit 

organisations - including agri¬ 
cultural co-operatives and local 
savings co-operatives. But even 
these groups believe change is 
now Inevitable, possibly by 
1993. 

Among larger institutions, 
the main issue is the fote of the 
turf war between banks and 
securities companies. The ; 
banks are pressing for reform 
of Article 65 of the Securities i 
and Exchange Law, which j 
divides banks and securities ; 
companies and is modelled on 
the US Glass-Steagall Act. 
Securities companies have, 
until recently, maintained a 
solid defence. But in the past 
year, securities companies, 
realising that reform might be 
inevitable, have switched from 
outright opposition to attempts 
to minimise the effects of 
change. 

In a report last month, a 
sub-committee of the Securities 
and Exchange Council, a gov¬ 
ernment advisory body which 
tends to reflect the views of the 
securities industry, said that 
banks could, under »»rtain cir ¬ 
cumstances. be allowed into 
securities markets. But banks 
should be restricted to under¬ 
writing, own-account trading 
and sellmg newly-underwritten 
stock - and banned for the 
time being from broking, the 
biggest part of the securities 
business. 

Ministry of Finance officials 
believe that the earliest reform 
could be enacted would be 
1993. In the meantime, they 
will pursue piecemeal reform 
in many areas - including fur¬ 
ther measures to stamp out 
abuses such as insider trading 

in the iwarlfots 

Stefan Wagstyl 
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The spirit of high adventure isn't 
one you’d normally associate with 
Commercial Paper. 

But in the last vear we’ve taken 
some very bold steps. We were the 
first to act as Arranger and Dealer 
for a privatised water company. 

Wc acted as Dealer on the first 
Sterling Commercial Paper pro¬ 
gramme with a syndicated bank 


guarantee. And wc broke new ground 
when wc arranged a £.150 million 
programme on hchalf nfThc Mortgage 
Corporation - the first case of a 
Sterling Commercial Paper Issuer 
being hacked by a US Investment 
Rank covenant. 

(Three months later, to our 
muruai delight. The Mortgage 
Corporation came back and asked 
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us ro arrange another JC.IOO million.) 

If you’d like to know about the 

■ 

other innovations we’re making, 
Then van Hensbcrgcn on O“l-920 
523-1 will be pleased to- put you 
in touch with one of our intrepid 
experrs. 

We'll help you explore chc possi¬ 
bilities of high finance. But keep 
your feet firmly on the ground. 


NatWest 
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